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BOOKS... 


For the Business Man 


| SAW ENGLAND 
BEN ROBERTSON 
Alfred A. Knopf. 213 pp. $2.00 


This book by an American newspaper man 
tells us of the English people, of the sufferings 
they are enduring with grim determination, but 
most of all of their belief that they will achieve 
victory despite the most furious Nazi attacks. 
Mr. Robertson has been in England for months, 
he has traveled all over the country, talked 
with persons in all walks of life... and so 
far as he is concerned, this British generation 
is the equal of any in the past. Who can dis- 
pute him? 





»>>e«&« 


WOODROW WILSON—THE 
FIFTEENTH POINT 

DAVID LOTH 

J. B. Lippincott Company. 365 pp. $3.00 


Most biographies of Woodrow Wilson are old 
and out of date. Mr. Loth saw this state of 
affairs and remedied it to the best of his ability. 
It is an excellently written work dealing with 
Wilson from his boyhood to the time of his 
death. The fifteenth point is the character and 
personality of Woodrow Wilson. 
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ALL GAUL IS DIVIDED—-LETTERS 
FROM OCCUPIED FRANCE 


ANONYMOUS WITH A FOREWORD 
BY ELIZABETH MORROW 


Greystone Press. 94 pp. $1.00 


Sixteen letters from a family in Occupied 
France. They are disheartening to read, not so 
much for the sufferings the people are exper- 
iencing now, but for the utter hopelessness of 
the future. One soldier quartered with this 
family remarked that he and his comrades had 
been told that they were to stay five years. 
Thought conditioning of the native is now in 
progress. Whether it will take or not remains 
to be seen. 
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EXIT LAUGHING 
IRVIN S. COBB 
Bobbs-Merrill Company. 572 pp. $3.50 


In this lengthy but amusing book. Mr. 
Cobb gives us the story of his life. It is full 
of humor. There are reams of Cobb anecdotes 
and praise for the people he liked ... and he 
liked a lot of people. The author gives us a 
glimpse into the newspaper world when he was 
a young reporter ... and a very penetrating 
glimpse it is. He was a very famous reporter 
in his day. All in all the book makes grand 
reading. 

»9ve«« 


These books may be ordered from The 
Magazine of Wall Street book department. 
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THE economy of a world girded for drastic changes 
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the only adequate way to keep abreast of rapid changes is to secure 
constant and competent guidance. 


EAcH fortnightly issue of The Magazine of Wall 
Street interprets today’s lightning changes... in business and indus- 
try, foreign affairs, legislation ... gives you the latest facts on the 
U.S. Defense program ... production ... government controls .. . 
taxes ... earnings profits and dividends . . . detailed analyses of lead- 
ing companies and industries—provides you with a sound workable 
plan attuned to today’s new requirements. 


As a regular subscriber, you may request opinions by 
wire or mail—on as many as three listed stocks or bonds at a time 
...and in return receive without charge the impartial advices of 
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With Th\e Editors 





Yntestinal Fortitude 


Tue people of England are endur- 
ing real hardship and_ relentless 
threat to life and limb with mag- 
nificent courage and fortitude. There 
is no evidence to suggest that their 
morale has begun to crack. 

And British investors, if we may 
judge by the firmness of the London 
stock market, are keeping their feet 
on the ground while the enterprises 
into which they have put their 
capital are taking a severe pounding 
from German bombs and from the 
British tax collectors. 

Over the entire war period to this 
writing the net change in the indus- 
trial stock average compiled by the 
London Times has been a decline 
of approximately 13 per cent; the 
net recovery from the low of the 
spring of 1940, when the French 
collapse put England in mortal dan- 
ger, has been more than 36 per cent; 
and the reaction since April 1, re- 
flecting the Balkan fiasco and the 
increasing Nazi threat to North 
Africa, has been only 1.4 per cent. 


BY LAURENCE STERN 


Obviously, in every respect there 
is far less justification for frazzled 
investor nerves in the United States. 
Yet, again judging by the stock 
market, we have been more jittery 
than the English. This publication’s 
broad weekly stock: index to date 
has suffered a net decline of about 
19 per cent for the war period; has 
had a net recovery from the panic 
low of the spring of 1940 of only 
2.2 per cent; and has suffered a de- 
cline of some 8 per cent during the 
short period of the Balkan war. 

We are “lending” arms and sup- 
plies to the British—and getting 
them overseas none too rapidly. 
It’s too bad we can’t “borrow” some 
of their fortitude. 

At the moment, fortunately, there 
are tentative signs that we are be- 
ginning to collect our wits, beginning 
to get a firmer grip on our nerves. 
It’s high time. Nearly a year has 


passed since France fell and the 
Nazis began preparing their inva- 
sion of England. They were going to 
parade through London by July 15. 
Well, they’ll soon be a year behind. 

Since early May, 1940, we have 
read countless screaming headlines 
in the newspapers, listened to count- 
less military experts guess wrong on 
the grimmest contingencies of war. 
For months we have been making 
mental allowance for drastically 
higher taxation, for the inevitable 
inconveniences that civilians must 
accept in a war economy, for possible 
full involvement in the war. 

Much of what we allowed for has 
come to pass—which is why the 
security markets since mid-February 
have shown a substantially increased 
immunity to bad news. If we have 
not by now completed the major 
part of our psychological adjustment 
to almost anything that could hap- 
pen, the writer has overestimated 
the intelligence and stamina of the 
American people. 
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A Complete Analysis of the 1941 Tax Program 


By Joun C. Cresswith 


Industrial Variations Under War Conditions 


(Second Article in New Series) 


By Warp Gates 


Corporate Earnings in the Second Quarter 
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Westinghouse Electric Photo 


When you think of ships, tanks, airplanes, guns, shells—and the facilities 


for turning them out in volume—you think of metals. Metals, common 


and uncommon, are important in peace time but crucial in a war economy. 


For some demand will exceed supply, which means growing restrictions 


on civilian use. See article on page 83. 
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LAURENCE STERN, Managing Editor 


The Trend of Events 


PAYING THE BILL... The Administration’s objective 
of meeting two-thirds of the cost of the arms spending 
out of revenues is commendably sound. If, as proposed, 
an additional $3,500,000,000 of revenues are raised by 
higher levies, the Federal credit structure will be sub- 
stantially bulwarked. If the load is distributed over a 
sufficiently broad base, it will constitute an effective 
barrier to undesirable price inflation. 

But while the tentative personal income tax rates 
suggested by the Treasury and by the joint tax staff 
of Congress are drastic as compared with former levies, 
one cannot escape the conclusion that they are based 
upon political considerations rather more than upon a 
realistic principle of ability to pay. They would “soak” 
the middle classes—the rich already having been soaked 
to the point of diminishing returns—but leave the great 
majority of gainfully occupied voters untouched by 
direct income levies. 

And it will be indefensible to impose such stiff taxes 
unless Congress and the Administration cut their non- 
essential spending—much of it political in nature—to the 
bone. It is true that Secretary of the Treasury Morgen- 
thau made a vigorous plea for such economies and cited 
specifically various non-defense items that should be 
largely reduced. 


But it would be naive to suppose that Mr. Morgen- 
thau’s views will govern. There are two primary require- 
ments for effective retrenchment in non-defense spending. 
First, Congress will not cut vote-getting appropriations 
unless the President demands it, fights for it and shows 
the way by example. This he is not doing. If he can 
make a case for the St. Lawrence waterway and lesser 
luxury activities which he personally cherishes, Congress 
can make a case for lavish farm benefits, pork barrel 
road appropriations, ete. 

Second, inclusion of many more millions of voters on 
the income tax rolls is the only long-run safeguard 
against profligate political spending. This is not being 
done. Crocodile tears are shed for the “poor”’—while 
the government picks their pockets right and left with 
concealed taxation. Our democracy would be far sounder 
and stronger if some of the hidden taxes were eliminated 
and if every gainfully occupied individual paid some 
direct Federal income tax, even if only $5 or $10 a year. 
Our leaders, however, are more concerned with democ- 
racy’s foreign dangers than with its domestic weaknesses. 


OPINION ON CONVOYS... Those who cite the Gallup 
public opinion polls in support of their opposition to 
convoying goods to Britain are ignoring the most sig- 
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nificant thing which these very polls show. 

It is true that the most recent Gallup survey, which 
was begun several days after the start of the Balkan 
campaign, showed 50 per cent of those queried answering 
no to the question whether our Navy should be used in 
convoy, 41 per cent answering yes and 9 per cent 
undecided. 

But the same people gave an entirely different re- 
sponse to the following question: “If it appears certain 
that Britain will be defeated unless we use part of our 
Navy to protect ships going to Britain, would you favor 
or oppose such convoys?” To this 71 per cent said they 
would favor convoys, only 21 per cent were opposed. 

Apparently the uncertainty of majority opinion on 
convoys relates not to abstract principle but to prac- 
tical expediency. Recent strong speeches by Secretaries 
Knox and Hull undoubtedly were calculated to convince 
the public of the necessity of American convoys. This 
publication happens to believe they are essential, that 
public opinion—disturbed both by recent British re- 
verses and by the mounting Nazi threat to the Medi- 
terranean and Atlantic sea lanes—is presently moving 
rapidly toward early support of convoying, and that 
official action cannot be far off. 

But let us have done with indirection, clever schemes 
and trial balloons. We regret that Mr. Roosevelt has 
not up to this writing seen fit to state the pros and cons 
of the problem to the people with complete candor and 
bluntness. If, as most Washington observers say, our 
people are not fully awake to the seriousness of the world 
situation and its implications for us, that is not by any 
means wholly their fault. It is due in considerable meas- 
ure to fumbling and straddling at Washington. If the 
President will not give us candid, courageous, statesman- 
like leadership, what can the people be expected to do? 


ALL-OUT JOB .. . Some of the straightest thinking on, 
and most candid public analysis of, our defense problem 
is coming from William L. Batt, himself an able indus- 
trialist, who is deputy director of the division of pro- 
duction of OPM. 

He has no patience with business men who are worried 
by the thought of post-war over-capacity. “The after- 
math of overproduction is beside the point when 
compared with the aftermath of losing the battle of 
production.” 

He has no patience with defense plant strikes or the 
Administration’s lenient attitude toward them. “I ama 
friend of labor but I am sorry to see unwise and 
selfish labor leaders seeking to make capital out of the 
emergency.” 

He has no patience with those who complacently 
assume Britain can somehow muddle through. “For us 
to enjoy a growing feeling of safety simply because Lon- 
don is still fighting back is the grossest negligence.” 
What is the cold, hard truth of the matter? Germany 
started the war with a military machine that could be 
matched only through the expenditure of $100,000,- 
000,000, and to this has been added the productive 
capacity of the occupied countries and their huge tribute. 

What have we done? So far we have provided Eng- 


land with less than Hitler has extorted from France 
alone, not to mention Denmark, Norway, Belgium, 
Holland and the rest. What does it mean? Not that 
the task is too big for us, not that we might as well give 
up. It means that we must multiply by three, five, even 
ten times the present rate of our shipments to England. 
Then and only then will the balance tip in favor of 
Britain. 

And it means, says Mr. Batt, that “we must drop the 
fiction that we can perform a modern miracle of indus- 
trial transformation without hurting anybody.” The 
job is of gigantic—almost terrifying—dimensions; but 
unless we are willing to work and sacrifice—to give of 
our toil and our sweat—‘‘we might just as well throw up 
our hands and declare that democracy is not worth 
defending.” 

To all of which we emphatically agree. 


THE RAILROADS’ CASH... Absorption of vitamin D 
during sunny summer months has helped many indi- 
viduals build a healthy state to fight off the seasonal 
onslaught of germs in the winter. So, too, many rail- 
roads in their current halcyon days are building—most 
creditably —their reserves of bankruptcy - combating 
cash. The total cash position of class 1 railroads now 
is the best since 1930. It aggregated as of March 31, 
1941, approximately $850,000,000—more than $150,000,- 
000 over the figures of the preceding year and 47 per cent 
over the $578,000,000 existing at the end of 1936, when 
operating conditions also were excellent. 

Memories of wreck-strewn depression days are, of 
course, at the bottom of cash-building policy. Though 
a little balm in the form of dividends to common stock- 
holders would be soothing, indeed, far better be it to 
construct sound financial bulkheads to ward off the busi- 
ness storms of the future. The first conservative step 
in this direction is the reduction of current debt, wher- 
ever it is possible to do so without shrinking cash to 
below current working capital requirements. It is along 
these lines that Southern Railway, New York Central, 
Southern Pacific and other roads, which are not in the 
topmost financial-strength category, are operating. 

Southern Railway recently reduced its R FC loans by 
$2,000,000 to $11,000,000 and now is making plans to 
eliminate its RFC debt; New York Central has antici- 
pated the maturing of $5,000,000 of three-year secured 
promissory notes due September 12, 1941, with full pay- 
ment; Southern Pacific has scheduled payment of half its 
currently maturing RFC loan, and a number of roads 
either are paring down short-term debts or are setting 
cash aside for the purpose. Happier financial conditions, 
too, are helping to hasten reorganizations of bankrupt 
roads, while rehabilitation of road and equipment is 
another move in intensive progress. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 64. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, April 28, 1941. 
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BY CHARLES BENEDICT 


A CHALLENGE TO THE UNITED STATES 


l PRESUME there were just as many Lavals and Quis- 
lings ready to sell out, and just as many defeatist Lind- 
berghs, in the time of Napoleon as there are today. And 
yet, the “invincible” Napoleon was finally beaten, al- 
though in the heyday of his power he controlled North 
Africa including Egypt, and dominated all of Europe 
with the exception of England and Russia. Still, he 
failed, beaten finally by the armies of the nations he had 
conquered. 

The same will be true today as the Coalition of the 
opposition to Hitler’s way of life gains in strength and 
power. Hitler is straining every nerve to prevent the 
effective consolidation of his foes backed by the United 
States—the one power that he knows can turn his vic- 
tories into defeat. Hitler can win only if he can stop us. 

In our own country the opposition both wittingly and 
unwittingly is creating a dangerous indecision at a time 
when there should be accelerated and united action. 

A few months ago all-out aid to Britain would have 
been sufficient to stop the Nazis and would not have re- 
quired either convoys or American expeditionary forces. 
However, the conflict of ideas and resultant delays pre- 









Wide World 


Which? Slavery and destitution under 
the Nazi yoke in Poland... Freedom and 
plenty in the United States. 


vented it, so that today it is necessary for us to take ad- 
ditional steps in order that the necessary planes and 
essential materials reach the British Isles; and if we con- 
tinue to fight among ourselves in this dangerous fashion 
much longer, we may soon be obliged to send expedi- 
tionary forces and take other drastic steps to prevent 
the extension of war to this hemisphere. 

The truth is that the United States will be left holding 
the bag only if Britain falls, for then Churchill would be 
finished and the incoming regime would take up bar- 
gaining with the Nazis where it was left off when the 
appeasers were ousted. 

If we had supplied Britain with a sufficient number of 
ultra modern planes several months ago, Germany would 
never have made the progress she has in the Near East. 
As a result, she was able to use her outdated machines 
in this sector because the Allies did not have a proper 
defense in the air. 

The critical situation in Britain, which may affect us 
very seriously, calls for the production of planes beyond 
anything we have contemplated within the next few 
months—for if we have any common sense we won’t 
let Britain go down to defeat. 

Mr. Lindbergh’s advice to throw up the sponge is 
craven and based on the worst kind of judgment. If 
we follow his lead, we will not only make ourselves 
vulnerable to destruction by Hitler, but history will 
excoriate us as a weak and (Please turn to page 110) 
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Wisest Stock Market Policy Now 


The averages indicate increasing resistance to bad 


news and there is a fair chance of near term rally 


developing, but we can not yet see convincing 


evidence that a lasting bottom has been established. 


eee: S. 


; market’s performance over the past fortnight has 
been mildly encouraging, although largely in a negative 
way. That is to say, under a heavy concentration of 
bad news the liquidating pressure tended to level off at 
low volume and price changes in the averages were small. 

In these two weeks the British military effort in the 
Balkans came to its end as a complete fiasco; fear of a 
major Nazi pincer campaign against Suez from the Near 
East and from Libya—and against Gibraltar from Mo- 
rocco and Spain—substantially increased; the tentative 
outlines of the stiffest Federal tax program in the na- 
tion’s history began to take shape; the protracted bitu- 
minous coal strike began definitely to cut into industrial 
production; although the convoy issue was temporarily 
dodged, it was announced that the area of American 
Naval patrol—in cooperation with the British—would 
be greatly expanded and speeches by key members of 


MILLER 


the Cabinet were obviously aimed at conditioning public 
opinion to more dynamic aid-to-Britain moves. 

Yet against such a news background net changes of 
the fortnight in the averages were: decline of 2.17 points 
in the Dow-Jones industrials; advance of 53 cents in the 
Dow-Jones rails, decline of 1 point in this publication’s 
weekly index of 290 issues. Last week, with British 
failure in the Balkan campaign discounted, the indus- 
trial average gained 28 cents, the rails 70 cents, and our 
weekly index half a point. 

Evidence of increasing immunity to bad news, how- 
ever, is nothing to marvel at in view of the long period 
of psychological adjustment to grim war contingencies 
and in view of the further fact that adverse spring de- 
velopments had been substantially discounted by de- 
cline of nearly 20 per cent in our market composite over 
the fourteen weeks from early November to mid-Febru- 

ary. In ten weeks since Febru- 
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ary 15 the additional decline has 
been only 3 per cent. 
Thus, taking into account 
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more convincing of a completely 
sold-out position if the bottom 
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had been more fully tested out. 





THE MAGAZINE OF WALL STREET 





bi 
be 


in 
in 
fa 
dc 


pe 


lic 


of 
nts 
the 
n’s 
ish 
us- 
yur 


yw 
iod 
ies 
Je- 
de- 
ver 
ru- 
ru- 
1as 


int 
nd 


Six 
ing 


is 
h- 
ld 
be 
‘ly 
ym 
eS 
it. 











As it is, the last low in the in- 








dustrials at this writing is less ‘a 
than a week behind us, although 
at least temporary hopeful sig- 








10 


nificance can be attached to the 
fact that the rail average did not 


re 
ee oy 





confirm the recent phase of re- 100 
action and thus far persistently 
holds above its February low. 
It is also worth noting that 
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It is essential to keep ever 





in mind that throughout the 

long period in which Hitler’s moves—both for months 
before the start of war and since—have constituted the 
most dynamic single factor affecting investment and 
trading sentiment, the market has been highly sensitive 
to unpredictable news developments and the normal re- 
lationships between equity prices on the one hand and 
business volume and earnings on the other hand have 
been increasingly distorted. 

In this kind of market one is justified in discounting 
in considerable degree the minor week-to-week technical 
indications, whether slightly favorable or modestly un- 
favorable. When this type of market is not going up or 
down on news developments—or having a slow and 
partial intermediate recovery after an extensive decline— 
it is usually just waiting for something to happen. 

Among the things it is now apparently waiting for are: 
further clarification of German strategies and tactics as 
regards the Near East and Africa; a yes-or-no answer— 
and probably yes—on the question of full American par- 
ticipation in the war; additional light on the none too 
well publicized course of the vital Battle of the Atlantic; 
and the final form of the new corporate tax rates, espe- 
cially as regards excess profits levies. 

Meanwhile, up to this writing, although the market is 
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moving very little, it does continue to move down a bit 
more readily than it moves up. It takes more volume 
to put stocks up than to put them down. For example, 
taking all round-lot transactions on the New York Stock 
Exchange last week—a week in which the averages 
showed fractional gains—the issues which experienced 
advances showed total of 472 points gained on total vol- 
ume of 919,000 shares, but the issues which declined 
showed total decline of 521 points and did so on volume 
of only 786,000 shares. 

We can see a better market in the making if over com- 
ing weeks firm resistance demonstrates, in the face of 
additional news shocks, that about everything reasonably 
conceivable has been allowed for; or if events provide a 
more solid basis than now exists for conviction that the 
tide of a long war has begun to turn definitely against 
the contingency of an ultimate British defeat and a per- 
manent armed-camp existence, if not worse, for this 
country. For the immediate future—and we'll be tak- 
ing another look just a fortnight hence—we would put 
little trust in any rallying tendencies which may de- 
velop and we think there is scant risk of “missing the 
boat” in deferring purchases of common stocks for the 
objective of capital appreciation. —Monday, April 28. 
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Industrial 


O.: of the most annoying and com- 
mon experiences of the average security 
holder is to note that some of his stocks’ 
movements have no relation to the 
general trend of the market; in fact, these specific move- 
ments may be so adverse that even though the holder 
be right on the market trend, he still is a victim of stock 
narket losses. It is thus in some instances no thrill to 
ye told that the market has gained if one’s own par- 
ticular stocks have not appreciated along with the trend. 
It is, however, a great pleasure to find that a trend- 
bucking issue has been disposed of opportunely—before 
deterioration of its price has carried too far. Such 
dispositions, we believe, are possible in many cases 
through technical studies of group-stock action. By the 
same token, unusual opportunities on the buying side 
likewise may be unearthed. 

Recognizing the great service potentialities of regular 
studies of these types, Tue MaGazine or WALL STREET 
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Variations 


Under War Conditions 


Tops in Arms Production Closest at Hand for Machine Tools 
and Defense Plant Construction; Many Industries Show Final 
Chart Topouts Under Present Economy 


is launching with this issue a new de- 
partment which will carry periodic 
charts covering market action of the 
leading groups included in THe Maaa- 
ZINE OF WALL STREET’S common stock index. Since seru- 
tiny of the market trend of the individual group some- 
limes does not give the whole story, we have also 
computed statistics on the ratio of the group movement 
to that of the stock composite, and have likewise charted 
a line of these actual ratios for each group in its relation 
to the averages. Thus, at a glance the reader can see 
whether or not a certain group is doing better than the 
averages. If the dotted line runs straight, the group is 
doing the same as the averages; dots running up or down 
mean better, or worse, respectively, than the averages. 

Through information gleaned from studies of the 
ratio line in particular (the dotted line in the instance of 
cach chart currently used or to be used), many develop- 
ments may be guessed before they blossom out fully. 
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Thus, market action has a way of forecasting dividend 
changes that is frequently more reliable than the sta- 
tistical trends apparent in industry. Of course, the mar- 
ket responds to many other impulses than the hope of 
dividends, but even the most speculative stocks are 
influenced by earnings accruals which might some day 
become cash disbursements. The particular virtue of 
checking market behavior as well as fundamental indus- 
trial trends is its timeliness. A hint of good or bad news 
ahead is far more useful than the most complete details 
after they have become visible to all. 

It must be realized that our new service is not an 
attempt to forecast either general business conditions or 
general market action. In discussing these groups, 
relative behavior is examined most closely, although 
there is no reason why clues to broader questions should 
not become apparent to readers who take the time to 
study group action. In any event, it should also be 
remembered that there always comes a time when good 
action turns bad or bad action turns good. Opinions 
formed now may be worthless in a few weeks if con- 
ditions change quickly enough. Yet, most trends must 
be credited with the ability to continue, unless some 
convincing evidence to the contrary can be seen, 
and in speculation and investment it is more prudent 
to ride with a currently indicated trend than to 
buck it. 

At any given time, then, the odds are that individual 
divergences in trend—favorable or unfavorable—will 
continue, perhaps for a short period, perhaps for a long 
period. An uptrend group will, of course, react if affected 
by pronounced weakness in the general market, but it 
will react less than the average. A change in the earn- 
ings-growth prospect of any group is reflected in the 
technical action of the group before it is otherwise recog- 
nized by the average investor or trader. 

Certainly, for example, this was strongly evident in 
the shipbuilding group. Starting with the outbreak of 
the current war in September, 1939, from which point 
all the charts begin, we note a powerful signal, indeed, 
that this group was destined for better things. As re- 
vealed in the dotted line (which, as previously pointed 
out, is the line that reveals the ratio of the action of the 
group to that of the composite of all groups), the be- 
havior of the shipbuilding stocks was far better than 
that of the general market. The several-days rise, in 
fact, was so terrific that a substantial corrective decline 
took place and the highs on the war move were not 
broken till the late Spring of 1940. This Spring move, 
however, was sensationally better than the trend of the 
market as a whole, but as a volatile group shipbuilding 
stocks did worse than the general market for several 
weeks thereafter, followed, however, by consistently 
better-than-average action in 1940 and the reaching of 
new highs this year. 

Explanation is found in the exceptionally important 
part that shipbuilding plays in our armament effort. 
Since the industry is fast growing in importance under 
our current economy, performance here on the whole is 
likely to continue better than average, contingent on 
war continuation, or at least the maintenance of our own 
armament. The industry leads all the defense benefici- 
aries with an appropriation of $6,000,000,000 and actual 
awards to date of over $4,500,000,000. Recent state- 
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ments by public officials indicate that apprupriations will 
be raised sharply further. Among companies in this 
group, we weight New York Shipbuilding heavily; this 
company (representative of this industry’s situation) 
has business on hand of about $435,000,000—almost ten 
times its gross billings for 1940, or enough fer ten years 
of such activity as in the past year. 

The paper group is another division that showed 
phenomenal appreciation on the war breakout (note 
chart), which, of course, resulted in virtually the entire 
elimination of imports from the Scandinavian countries. 
The previous Norwegian invasion by the Nazis had 
brought only a partial stoppage of exports from the Scan- 
dinavian area. As importations of pulp declined here, a 
big rise in exports developed, the aggregate tonnage leav- 
ing this country being more (in 1940) than three times 
the 1939 total. 

As implied in chart action, however, it is possible that 
this industry already has topped out, in the sense at least 
of its market action compared to that of the general 
market, or, for example, with the action of the shipbuild- 
ing group. The basic reason for this is the fact that we 
remain on friendly terms with the Scandinavian coun- 
tries, and heavy imports from those countries, with 
attendant decline in plant output and prices here, are 
an ultimate certainty. For the time being, however, the 
industry is enjoying an unprecedented prosperity. 

The traditional war-baby group, steel and iron, like- 
wise performed impressively at the start of the war; in 
the second half of 1940, moreover, its action was consider- 
ably better than that’of the composite, though the group 
failed to reach its war-outbreak highs, as shown in the 
solid line of the steel and iron chart. It will be recalled 
that the solid line represents the straight group action 
itself, with the dotted line indicating the ratio of moves 
to the average. Since the beginning of the present year, 
the action of the group has been substantially worse 
than average, in spite of record-breaking operations and 
sales this year. 


Reasons for Steel Group Action 


Explanation is found in the wave of wage increases 
and the likelihood of little recourse to price advances. 
In fact, the recently formed Office of Price Administra- 
tion and Civilian Supply has “frozen” steel prices at the 
first quarter level. The squeeze on profits is thus auto- 
matic. The re-routing of British business through our 
Government as a result of the Lease-Lend Act will result 
in further shrinkage of profit margins, while the greatest 
profit-margin reduction will come from higher taxes. 
Nevertheless, sales prospects on a war-economy basis are 
so good that this industry is likely to do better than the 
average, in our estimation, after full digestion of the 
wage advance. 

Railroad equipments, for a normally volatile indus- 
try, have been rather surprisingly stable since early 1940. 
Peculiarly enough, they did not do much worse than 
the composite in the May crackup of 1940, and during 
the last half of 1940 they did substantially better 
than the average. There are indications that such a 
trend should continue. Thus, the industry is expecting 
the best Spring in sixteen years. Not only are the rail- 
roads ordering heavily to take care of sharply rising 
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and prospective high traffic, but the railroad equipment 
companies are receiving steadily larger totals of muni- 
tions and related orders. Some of the large holders, for 
example, include American Car & Foundry, with $67,- 
600,000 in defense orders, including tanks, ammunition 
components, pontoon equipment and orders of Carter 
Carburetor; American Locomotive, $43,500,000, includ- 
ing tanks, artillery material and marine engines; and 
Baldwin Locomotive, with $40,600,000, including tanks 
and gun equipment. 

Another industry even more in the line of barrage of 
defense orders is aircraft manufacturing. The chart 
shows that the industry did no great reacting (presenting 
the unusual picture of entering materially higher ground 
shortly following the war-breakout boom) until the 
catastrophic May, 1940, market, though its ultimate 
action in the third quarter was better than the com- 
posite. Since the latter part of 1940, the action has not 
been so good as that of the composite, but there are 
indications that this may improve. The industry's pro- 
duction this year, for example, will be relatively enor- 
mous, probably close to $3,000,000,000, compared with 
$45,000,000 in 1940. In spite of the forthcoming handling 
of British business through our Government, as well as 
the prospect of higher taxes and other profit-squeezing 
factors, earnings in this group are likely to be substan- 
tially higher than in 1940. 

The air-lines group action is one of the most remark- 
able of the entire series. On the breakout of war be- 
tween Germany and Britain, the action was dispirited, 
but in strong contrast to the average, the air lines 
group later experienced a long line of successive new 
tops, culminating in an extra push to a new peak just 
before the Hitler invasion of the lowlands. The far-bet- 
ter-than-average action of the group is accounted for by 
its clear-cut growth nature and the fact that few indus- 
tries face so bright a post-war prospect as air transporta- 
tion. More recently, action of the group has been worse 
than that of the averages, reflecting fears that pressure 
for expanding our military forces would sharply reduce 
pilot supply, as well as actual inability to obtain all 
needed equipment. Nevertheless, it is noteworthy, with 
regard to the prospect, that fuller loads are likely to be 
carried on existing equipment, with consequent benefits 
to profit margin, while the industry also has special 
exemptions as to excess profits taxes. 

Railroads, after a war-breakout start considerably 
better than the average, did worse over a period of seven 
months, but after the May, 1940, smash, their action 
for several months was generally better than that of the 
composite. Following a bad last quarter in 1940, rail- 
roads this year have been doing substantially better 
than the composite. Indications are that this superior 
action will continue for some time ahead, barring a 
revolutionary change in our economy. Explanation 
appears in the fact that the first quarter of this year 
was one of the industry’s most favorable, with the out- 
look for the full year pointing to the second best year in 
the railroads’ history. Taking the Bureau of Railway 
Economics’ estimate of gross revenues for the full year 
1941 of $4,665,000,000 (compared with $4,296,600,000 
last year), the railroads in the aggregate should be able 
to increase their 1940 income sharply. This is a likeli- 
hood, in spite of shrunken profit margins, reflecting 
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higher maintenance and labor costs, with the latter likely 
to rise considerably later this year. 

Petroleum issues got off to a fair start on a war- 
necessity basis, but then the group developed a several- 
months downtrend, after which it moved about in line 
with the general market for a period of twelve months. 
The oil industry’s earnings last year declined each quarter 
from those of the preceding quarter, reflecting an adverse 
price trend. The original jump in oil and gas prices antici- 
pated a military demand throughout the world which 
failed to materialize. There is a good possibility now, 
however, that the industry will do better than the 
average for some time ahead. Oil is, of course, a defense 
and war beneficiary. Demand has been unusually high, 
and gasoline sales for the full year are expected to top 
those of 1940 by at least 8%, thus attaining a new record. 
And, then, with capitalizations heavy, the oil companies 
are in a comparatively favorable position as to excess 
profits taxes. 

The machinery group is the closest to being typical of 
the action of the whole market, approximately duplicat- 
ing its results for the period since war broke out, as well 
as in most of the individual swings. Despite the fair rela- 
tive action recently, the showing of the group is likely to 
become less impressive because the industry is not far 
from its peak in orders, and it is thus likely to top out 
early in production. This is inevitably so because of 
the nature of the product. It is fundamental and neces- 
sary to original setting up of production, but the plants 
may carry on for years later without great changes in 
machinery and machine tools. For the current year, 
nevertheless, record-breaking shipments and profits are 
indicated as pressure is applied to tool up our gigantic 
armament program. 

Automobiles up to this year had a fairly typical mar- 
ket action, too, but as the leading major defense “casual- 
ty.” the group has been acting in recent months much 
worse (note ratio line—dotted line on chart) than the 
composite. This has been going on in the face of record- 
breaking production, sales and earnings recently, but the 


market is looking ahead to the heavy eucroachment on 
the industry by the defense program. Automobiles re- 
quire for their manufacture almost every kind of mate- 
rial which is vital to military equipment. The industry 
will not be deprived of all supplies, naturally, but it will 
definitely be subjugated to defense trades. It was an- 
nounced last month, for example, that 1942 production 
would be cut 20%, thus releasing men and materials for 
defense. Though the industry has huge aircraft and 
other armament orders, profit margins on these may be 
small—particularly in the early stages of filling the con- 
tracts—and chartwise the group may be considered to 
have topped out some months ago. 

‘Traditionally a sufferer from war, residential con- 
struction was hardly responsible for the favorable action 
of the entire construction group on the outbreak of war. 
The ratio (dotted line) action was relatively good on 
the war occurrence, and in the recovery period after the 
May, 1940, collapse the group acted better than the 
composite for several months. Throughout the cur- 
rent year, the group’s performance has been below 
average. There are two important explanations: first, 
the coming consumers’ credit curb, which will cut down 
Federal Housing guarantees, and, secondly, the natural 
early topping out of the construction industry. The first 
phase of defense plant construction, as a matter of fact, 
has been completed already, though a still heavier phase 
is on the way. Obviously, however, plant construction 
is at the initial end of the armament-boom cycle, and 
once the final wave of defense plant building reaches its 
peak, the ensuing calm in the industry will be one of 
its lengthiest. 

Another industry with sub-average performance is 
containers. The container group fared badly on the war 
outbreak, on the reasonable theory that its needs would 
be made definitely secondary to those of war industries. 
For a time after the May, 1940, crash, the group acted 
sharply better than the composite, but since the latter 
part of 1940, a long series of descending tops has been 
established, reflecting the relatively inferior position of 

the group. Tin, a strategic war material, 
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is now generally out of circulation so far 
as commercial companies are concerned. 
Already most of the metal container 
manufacturing companies have devel- 
oped a variety of substitute materials, 
using the experience of milk companies 
with fiber materials in some instances. 
Manufacturers have a large supply of 
the metal on hand, but this could prob- 
ably be commandeered in case of neces- 
sity by the Government; in any event, 
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the present. (Please turn to page 108) 
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Japanese ships tied up at the docks of San Francisco. 


Our Economie War Against the Axis 


ee Y. & 


_—— the United States possesses vast economic 
resources and a preponderance of world industrial capac- 
ity, it has hardly begun to use them as weapons of 
economic warfare. Yet this economic might has become 
a factor of even greater importance than in World War I, 
for the present war appears to be more and more a 
struggle between the industrial capacity of German- 
controlled Europe and the industrial capacity of the rest 
of the world, except Japan and Soviet Russia. As 
Geoffrey Crowther, editor of the London Economist, 
stated, “the Second World War has become an indus- 
trial proposition and it is more influenced by the science 
of economics than by the art of strategy.” 

Importance of economic pressure as a form of war- 
fare has been recognized by both Germany and Great 
Britain. To counteract the British blockade which was 
certain to come in the event of war, Germany has for 
years endeavored to promote trade with neighboring 
countries and to build up stocks of articles normally 
imported from overseas. Regimentation of foreign trade, 
and especially the selection of imports, were usually 
handled so as to force economically weaker countries to 
trade on German terms. In Great Britain, as a conse- 
quence of ‘experience gained during’ World War I, one 
of the first moves was to organize the Ministry of Eco- 
nomie Warfare, under Ronald H. Cross, who has since 
been succeeded by Dr. Hugh Dalton. 
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The chief function of this Ministry is to hamper the 
enemy’s war-time production. It ferrets out all possible 
information as to neutral traders and shippers, keeps tab 
on the flow of key commodities in the world trade— 
whether it be a shipload of bauxite from Dalmatia for 
Germany, or a package of industrial diamonds from 
Brazil destined for Italy. It compiles the famous “black 
list” of neutral traders who are known to continue affilia- 
tions with the enemy or who evade the contraband laws. 
This list now contains almost 3,000 names, of which 
over 1,000 are located in Argentina, Brazil and other 
Latin American countries. The Ministry of Eco- 
nomic Warfare, working in close cooperation with the 
Admiralty, the Board of Trade, and the Ministries 
of Shipping, Trade, and Blockade, aids in complement- 
ing the blockade itself by examination of cargo mani- 
fests, for contraband, by the control of navicerts, by 
supplying bunker coal, by ship repairs, and through 
other channels. 

The United States did not bother much about eco- 
nomic warfare during the first few months of the present 
war. Rather we were interested in expanding our ex- 
ports at the expense of both belligerents. It is true that 
we stopped selling our goods to Germany, but in regard 
to trade embargoes upon Japan, we preferred not to 
exasperate too much one of our best customers for cotton. 
Government policies, which in general waited for the 
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U. S. Exports to Japan 
(All Figures in Million Dollars) 


1938 


Month 1937 1939 1940 1941 
oe er ee 22.4 20.4 17.7 29.7 11.6 
PADRE: Taetimane eas tess 24.8 19.5 17.5 15.4 11.1 
ME io nnc ee cow seni 30.1 22.9 23.6 17.8 
6 ee 26.9 28.8 16.1 15.3 
MR shah ees vs S55 36.2 18.1 21.4 13.7 
OMI: Siseea Saninaesosic 25.1 15.5 14.8 15.4 
Ty eT Cn 26.5 13.9 12.6 15.3 
I irsivns essen ees wc 24.6 13.6 12.1 25.2 
eens 16.8 19.8 20.1 17.8 
Ro ipcaneinienes cr 20.1 19.5 23.5 26.2 
BN iaete tates oro sisi 016 18.2 19.1 25.2 16.4 
DEE Biesawieese scons 16.6 28.6 27.6 19.3 





crystallization of public opinion, were consequently half- 
hearted and often inconsistent. 

Following the collapse of France in 1940 and our em- 
barkation on the national defense program, our national 
attitude changed materially. It became increasingly 
plain that many of the moves of the Axis Powers were 
directed against us, especially the treaty signed last fall 
with Japan. This made the alignment of the remaining 
free peoples—the United States, Latin America, the Brit- 
ish Empire, China and the Dutch and Belgian Colonial 
Empires—into one group quite obvious even to the man 
on the street. 

Nevertheless, our actions have still had the purpose 
mainly of helping and strengthening free peoples, rather 
than of using our economic might to weaken the totali- 
tarian economies. Through the Lend-Lease Act we have 
pledged to supply Great Britain with war materials. 
A few days ago we agreed to pool our resources and 
industrial capacity with those of the Dominion of Canada 
in order to ensure a more efficient production of war 
goods. We are helping China with war materials and 
credits. We are endeavoring to create a genuine feeling 
of Western Hemisphere solidarity. By mitigating the 
effects of the war, by the development of new resources, 
by fostering industrialization and by promoting comple- 
mentary trade among the various Latin American repub- 
lics, we hope to strengthen them economically and thus 
make them less susceptible to totalitarian penetration 
in the future. 

Nevertheless, the time is rapidly approaching when 
measures aimed at the economic weakening of totali- 
tarian countries will have to be used with much greater 
force and determination. In this effort, the United 
States Export Control Office is likely to play an impor- 
tant part, though still moderate in comparison with the 
scope of actions of the British Ministry of Economic 
Warfare. The Export Control Office, administered by 
Brigadier General R. L. Maxwell, in fact originated as 
an element in our national defense program. By an 
act of Congress on July 2, 1940, broad powers were 
vested in the President prohibiting the exportation of 
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strategic and essential materials, except when author- 
ized by special licenses issued by the Secretary of State. 
The licensing began on July 5, the procedure resembling 
closely that used during World War I by the War Trade 
Board. Policies in regard to the application of export 
control are worked out by the Departments of State, 
Treasury, Commerce and Agriculture, the Army and 
Navy Munitions. Board, Council on National Defense 
and the Maritime Commission. 

Since last July, the list of commodities and articles 
for which export licenses are required has expanded to 
several hundred, and it now includes all the important 
ferro-alloys, steel scrap, aluminum, magnesium and prac- 
tically all other non-ferrous metals as well as ma- 
chine tools, aircraft and aircraft engines, equipment 
for production of aviation motor fuel, and all arms and 
ammunition. 

The basic purpose of export control is, of course, to 
maintain a sufficient supply of the necessary raw ma- 
terials and producers’ goods: (1) for our own national 
defense and (2) for the use of Great Britain and other 
free countries. In order to speed up exports to these 
countries, general or blanket licenses are issued, elim- 
inating the necessity of individual licenses. Such blanket 
licenses have been issued, for example, for Great Britain, 
for Canada and other Dominions, for the Dutch East 
Indies and for Cuba when she organized her own export 
control office to prevent possible reshipments of war 
materials to the Axis countries. 


Instruments of Economic Warfare 


On the other hand, few or no licenses for the com- 
modities and articles subject to export control are 
issued for shipment to the Axis countries, to Japan 
and Japanese controlled territories, to Siam and Indo- 
China, and to Portugal, Spain, Sweden and Finland in 
Europe. 

The granting of licenses for the withdrawal of funds 
frozen in this country under Treasury regulation is still 
another way by which shipments of goods to the totali- 





U. S. Exports to Soviet Union 
(All Figures in Million Dollars) 


Month 1937 1938 1939 1940 1941 
BMNit. chased asec 2.1 1.8 2.8 13.1 2.5 
SORE ORR Coe 3.1 7.4 3.0 7.3 9.7 
SINGS: She cl owen 3.1 6.5 6.8 9.1 
AAG ACE oe 4.1 6.5 3.6 6.1 
RENO cee acne 3.4 8.6 3.6 5 
ENRON CELE 3.0 6.6 a 6.4 
a aepetees Sa. 5 ance 2.4 5.4 3.2 6.1 
WMS ss oh ci sioisigisis ee > 4.1 7.0 3.7 9.8 
Oooo 2.9 5.6 1.8 4.6 
RRA ee re 3.6 3.0 8.6 7.3 
UG asec eees> 5.1 4.1 7.3 9.6 
Gis pscloee pos eeu 5.9 7.2 11.9 6.9 
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Wide World Photo 


The Port of Viadivostok, Siberia. 


tarian-controlled areas may be supervised and regulated. 

Thus both the export control and the granting of 
financial licenses by the Treasury become, to a degree, 
instruments of economic warfare. How effective they 
are it is difficult to gauge, since that is reflected only in 
the volume and types of products for which licenses are 
being rejected. In regard to Germany and Italy, keep- 
ing track of Nazi buyers in Latin America since the 
publication of the Nelson A. Rockefeller Committee 
report last January has undoubtedly further reduced 
the possible reshipments of American goods and ma- 
chinery. 

In regard to our exports to Japan, they have shrunk, 
as will be seen from the acompanying table, in the last 
few months to about one-half of the monthly average 
in 1939 and 1940. A moral embargo on exports of war 
materials to Japan was placed at the time of the out- 
break of the war in China in 1938. Since then our trade 
treaty with Japan was permitted to expire, and restric- 
tions were placed on exports of machine tools, aviation 
gasoline, industrial chemicals, scrap steel and a number 
of other industrial products necessary for the conduct of 
war or for furthering the industrialization of Manchu- 
kuo. Asa result, Japan is reported to be making strenu- 
ous efforts to increase the imports of industrial ma- 
chinery from Germany via the Trans-Siberian Railway, 
or to obtain American tools through Siam and the 
Philippines. 

Japan’s requirements of aviation gasoline are reported 
to be relatively small and easily met by processing 
crudes from Manchukuo, Sachalin and the Dutch East 
Indies, which seem still to be willing to ship oil to Japan. 
Evidently the democracies have not yet attempted to 
bar entirely Japan’s access to this important war ma- 
terial. However, the closing of petroleum shipments 
from the Dutch East Indies would put a definite time 
limit on Japanese war action. 

Our trade with the Soviet Union increased sharply 
following the outbreak of the war, through the necessity 
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of the Soviet Union allocating to this coun- 
try many of her normal European pur- 
chases. This and the acceleration of Soviet 
defense preparations have particularly 
stimulated Russian purchases here of alloy 
steels, machine tools, rolling mill equip- 
ment, construction machinery and non-fer- 
rous metals. 

Since last summer, however, our exports 
to the Soviet Union, as will be seen from 
the chart, have been somewhat irregular. 
This undoubtedly has been caused by the 
difficulties encountered by the Amtorg Trad- 
ing Corporation, which handles all ship- 
ments for the Soviet Government, in chart- 
ering boats for Vladivostok, the port to 
which most of our exports have been re- 
routed since the outbreak of the war. At 
the same time, many orders, especially of 
aircraft and machine tools, were cancelled 
by us, because of our own national defense 
program. Nevertheless, some _ relatively 
large shipments of cotton went through, 
and, since the Soviet Union at the same 
time harvested one of the best crops on 
record, the British Ministry of Economic Warfare ad- 
vanced the suggestion that Russia was selling some of 
its own cotton to the Axis Powers. 

Gasoline licensing has not been used as yet against 
the Soviet Union as it has against Japan. In general, 
our economic deals with the Soviet have an air of 
inconsistency and are apparently allowed to reflect the 
swings in the political attitude of the Union toward 
the Axis Powers. 


Defense Material Accumulation 


With our national defense program gathering mo- 
mentum, the control and selection of our imports may 
also become an important weapon of our economic 
warfare. Since we shall probably need before long all 
Latin American surpluses of copper, zinc, lead, tin, 
mercury, tungsten, antimony, cobalt and hides, we 
shall thereby keep them out of the hands of the Axis 
Powers and Japan in particular, much as the Allies 
bought up the crop surpluses of Balkan countries in 
the early months of the war. 

The response with which American business heeded 
the suggestions of the Rockefeller Committee in re- 
gard to the Nazi and Fascist agents in Latin Amer- 
ica has been sufficient proof that our businessmen 
are willing to give full co-operation and support to the 
Government. 

We have vast powers for economic war. Indeed, our 
economic striking power is as unique as is Hitler’s pres- 
ent military striking power. The latter lacks an ade- 
quate economic base and hence cannot last if successful 
British-American resistance subjects it to a long war. 
Our increasing economic might is lasting and on this 
bedrock foundation our military power will steadily and 
vastly increase. American economic guns are just begin- 
ning to roar and before they cease firing the totalitarians 
will be disagreeably surprised by the magnitude of the 
barrage which this “decadent” democracy will lay down. 
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BY E. 


Big push to increase defense production is imminent. 
In general progress is good, in some places excellent, but 
still the pace is not fast enough. New devices are being 
tried out to get more sub-contracting and to get around 
the skilled labor shortage by more intensive training. 
Next step is to put all defense factories on a four-shift 
basis to avoid shut-downs. If there is not sufficient 
labor for this there will be demands to lift the 40-hour 
week, but the Administration will fight this as long 
as possible. 


Auto production curtailment is first and significant step 
in trend toward putting defense business ahead of 
civilian business. Other industries will be expected to 





WASHINGTON SEES: 


Turn of the war in the Mediterranean area gives 
Roosevelt a difficult problem in molding public 
opinion. Isolationists were only half-heartedly -be- 
hind the defense-production and lend-lease pro- 
grams. Now Axis gains engender a "what's the use" 
attitude. 


Roosevelt will combat this sentiment, but must 
do it carefully. His policy is definitely to defeat 
Hitler and the Nazi system. If Britain shows no 
signs of weakening, or negotiating a peace, Roose- 
velt very probably can get Congress to support a 
shooting war, whether declared or not. 


Next three months are critical, as the feeling here 
(without much tangible explanation) is that if Eng- 
land can stand up through mid-summer she will be 
past the worst and her fortunes will turn. Next steps 
depend on developments: if Hitler takes Portugal 
we may claim the Azores and Cape Verde Islands 
are in the Western Hemisphere and take them into 
protective custody; if Hitler moves into French West 
Africa we may establish a base in Dakar. A real 
expeditionary force is unlikely this summer, but we 
may be at war some time before this is talked of. 
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follow suit voluntarily and if they don’t they will be 
pinched by priorities and lack of labor and materials so 
that the effect will be the same. Administration cur- 
rently is following Baruch advice and will not close down 
any industries completely but will induce or force cur- 
tailment of many. We will soon hear much of non- 
essential industries. 


New Dealers again are in control of defense policy-mak- 
ing, and the dollar-a-year businessmen in O P M are 
confined to placing orders and seeing that they are 
filled quickly. This has been accomplished by building 
up the Office for Emergency Management (a White 
House agency heretofore existant only on paper) of 
which O P M is now only one branch. Thus the 
businessmen have not been demoted but policy is 
made by New Dealers above them or in other branches 


of OE M. 


Holding Company reshuffling will move forward rapidly 
soon. S E C feels that after six years of fighting the 
“death sentence” provisions of the act, the large super- 
holding companies are about ready to swing into line, 
realizing the law is on the books to stay. While principles 
are expected to be agreed on soon, there will be many 
delays over details of redistributing ownership of operat- 
ing company common and preferred stock, and clearing 
indebtedness as evidenced by debentures, mortgages and 
bank loans. Holding companies may be recapitalized 
and pay off preferred arrearages, and many operat- 
ing company stocks may be worth more afterward than 
how. 


S EC law amendments to be presented to Congress soon 
as administration measure will do much to liberalize 
restrictions on floating new issues in an attempt to ac- 
celerate the flow of new capital into industry, particu- 
larly for financing defense production. But while S E C 
will sponsor changes to remove many burdensome re- 
quirements, other amendments will extend S E C juris- 
diction beyond present limits to provide more rigid 
control over operation of exchanges. 
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installment buying may be curtailed as a means of 
preventing inflation. One device under discussion is to 
give Federal Reserve Board control of bank holdings of 
installment paper similar to its power over bank loans 
for purchase of stock on margin. Since banks purchase 
much installment paper from finance companies and 
dealers, this would limit time sales to ability of these con- 
cerns to finance themselves. Logically, F H A property- 
improvement loans should be terminated also, but these 
are so popular Congress probably will extend this law 
when it expires this summer. 


Defense housing law probably will be doubled because 
of political pressure, since all funds are already allocated 
to specified defense areas. Act gives F H A insurance 
on mortgage of 100% or more, since builder (not owner- 
occupant) can get mortgage for 90% of appraised value, 
which is often less than his out-of- 
pocket cost. While the Government 
probably will take a loss on this oper- 
ation, there is a separate insurance 
fund soit will not impair other F H A 
operations, and the loss will be less 
than on housing for defense workers 
built by Government money. 


Labor legislation restricting strikes 
or other wise curbing union activi- 
ties probably will not get through 
Congress soon. Defense Mediation 
Board has remarkable record to 
date, though many observers have 
their fingers crossed, and strike situa- 
tion is currently good by comparison 
with a few weeks back. Defense 
labor bills must go to Senate labor 
committee where they can be bot- 
tled up, so little stringent legisla- 
tion can be expected unless strike 
situation suddenly gets worse. 


Wide World. 


New 1941 tax bill was announced as 

raising all taxes about one-third, and this met general 
Congressional approval, but many members are balking 
at the discovery that the Treasury wants to raise in- 
dividual income taxes in low and medium brackets by 
several hundred per cent. This part of program may 
not go through and fight will delay final action, and 
sales tax may be pressed as alternative. But all taxes 
will be upped steeply. Only question is how much 
Congress thinks the public will stand. 


Price control under Leon Henderson (O P A C S$) is 
separate from O P M and takes away some of its 
powers, though working arrangements are being made 
between the two. It has plenty of authority for the 
present but legislation will be needed if it proves neces- 
sary to fix actual prices instead of maximum ceilings. 
Price policies are yet to be evolved but the principle is 
to fix ceilings just high enough to encourage a supply 
without subsidizing sub-marginal producers if possible. 
Aim is to stabilize so producers can make long-time 
committments. Many producers welcome controls be- 
cause it cuts out chiselers and protects them from anti- 
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Rep. Robert L. Doughton (N. C.) Chair- 
man of Ways and Means 
which will draft stiffest U. S. tax bill. 








trust action. Crack-downs are coming soon, but mostly 
on speculators and brokers, not actual producers. 


Commerce Department has been thoroughly reshuffled 
but this time without firings and it is promised as the 
last of the many shake-ups here since the New Deal 
came in. Staff morale, which was very low, is picking 
up again. Work has been rearranged on functional basis 
and the many experts still do their old jobs but in 
different groupings. Much useless work is being dropped 
and new activities substituted, with accent on the 
defense program. As soon as the “shake-down cruise” 
is completed the Department should be of much more 
service to business, particularly domestic, though foreign 
angle will not be neglected. 


Social Security system will be expanded under legisla- 
tion to be pushed this summer, but 
original plan will be modified some 
to provide a little less Federal con- 
trol over state unemployment com- 
pensation systems. There will be a 
big fight, with much opposition from 
states which will not be entirely 
smothered by promises of increased 
gravy from federal subsidies, but 
plan will probably go through. 
Political strategy is to enact law this 
year so political differences will be 
forgotten before next election but 
have increased benefit payments 
start shortly before 1942 fall elec- 
tions. 


More control over business and the 
individual is being prepared. A so- 
called defense powers control bill is 
being drafted somewhere in the New 
Deal to be presented to Congress 
when the time seems ripe, and while 
nobody seems to know exactly what 
is in it, there are leaks which indi- 
cate it will give the Federal Government authority to 
impose a sort of war-time fascism on industry (and 
possibly labor) to speed defense production, control 
prices, and regulate civilian use of basic materials. 


Committee, 


Oil industry faces changes in marketing methods in near 
future. Justice Department has major companies across 
a barrel with anti-trust and pipe-line-rebate suits and 
many majors are about ready to agree to divorcement 
or strict government control of their pipelines and to 
changes in marketing methods, all of which will improve 
competitive position of independents. But this probably 
will stop demands for legislation to break up integrated 
companies still further. Federal control of production 
will not get through now, but will come up later when 
interstate compact must be renewed by Congress. 


Import control is in abeyance for a while as officials 
watch operation of ship owners’ voluntary priorities plan. 
As long as ship lines take Government hints on where 
to go and what to carry the system saves a lot of red 
tape and works about as well (Please turn to page 112) 
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Buying Investment Values Today 





— For Safe Income 
— For Inflation Hedges 
— For High Yield 


BY J. S. WILLIAMS 


I, the current issue of The Exchange, organ 
of the New York Stock Exchange, appears an 
unusually interesting tabulation. Ninety-nine 
common stocks listed on the New York Stock 
Exchange were selling to yield 10 per cent or 
better; 152 issues are yielding more than 9 per 
cent; 226, more than 8 per cent; and 311 more 
than 7 per cent. The average return on 577 
issues that paid dividends last year was 7.2 per 
cent. It was also disclosed that a representative 
group of fifty common stocks, all of which have 
paid dividends for the last ten years or longer, 
were selling to yield from 6 to 11.1 per cent. 
During the past ten years there have been 
only two occasions when common stock yields 
anywhere near comparable to the foregoing have 
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been available—in 1932 at the depths of the de- 


pression and in 1937 when business was going Westinghouse Photo 


into a temporary nose-dive. Today, however, 
business activity is breaking all previous records. In the 
present setting, therefore, high common stock yields 
might be presumed to indicate one of two things: either 
many common stock dividends are in imminent danger 
of being reduced or omitted, or the common stock in- 
vestor has a rare opportunity to purchase capital income. 
The fact, however, that much can be said in support of 
both these presumptions naturally leaves the average in- 
vestor confused as to which to accept and what to do 
about it. 

Rarely, if ever, is it practical or possible for the in- 
vestor to lay down a hard and fast program and adhere 
to it, come what may, over any extended period. Pos- 
sibly under certain circumstances it might appear wholly 
proper that funds should be substantially committed to 
common stocks. Under others the highest grade bonds 
and preferred stocks might be indicated. And there are 
times when complete liquidity would be desirable. Un- 
fortunately positive programs such as these, however 
theoretically sound they may appear, do not always work 
out to the practical advantage of the individual investor, 
in terms of his own particular requirements. 

The soundest policy which is likely to prove most 
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practical at any time is one which recognizes the need 
for rational compromise and flexibility in the choice of 
suitable investment media. Just how can such a policy 
be developed to best advantage at the present time? 

First of all let us assume that the problems faced by 
most investors today are more or less the same. Protec- 
tion of capital against severe depreciation, maintenance 
of income, and provision for safeguarding income against 
the possibility of reduced purchasing power resulting 
from a rising cost of living are likely to be the objectives 
of 90 per cent of investors at the present time. In fact 
they are likely to be the objectives of most investors at 
any time. The changes occur in the manner in which 
they are most likely to be achieved. 

For the latter reason it should be understood that 
what is here suggested is not a long term program. It 
is adopted to conditions as they exist today and with 
allowance for certain developments and contingencies 
which may occur in the months ahead. The course of 
events, however, could easily be altered to a point which 
might require a thoroughgoing change in any program 
conceived at the present time. To attempt to pursue 
a long term investment program under existing condi- 
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tions cannot be justified on any score. This is a realistic 
viewpoint—not an attempt to qualify the suggestions 
and recommendations. 

Undoubtedly the proper role to be played by common 
stocks in the present day investment portfolio is the 
most difficult to determine. In a war setting common 
stocks are the most vulnerable group of securities. Not 
only are common stock values extremely sensitive to the 
changes in the fortunes of war, but such related factors 
as greatly increased taxes, higher wages, priorities, short- 
ages and price regulation all combine to threaten com- 
mon stock earnings and dividends. It is scant comfort 
to the stockholder to know that his company has re- 
ceived huge orders for defense materials and armaments, 
because he knows that profits on such orders at best 
will be modest even before the tax collector presents his 
bill. To complete the background for common stocks 
there remain the most pressing questions of all: (1) 
How long will the war last? (2) Will the United States 
become involved? 


Certain Assumptions Warranted 


These questions may continue to plague investors for 
some time to come. But is it not possible to accept cer- 
tain reasonable assumptions? The chances of the United 
States becoming involved in the war as an active bel- 
ligerent will be lessened only by a series of major vic- 
tories or other events favorable to the British cause. 
Should these occur is it to be supposed that they would 
be interpreted bearishly by common stock values? It 
hardly seems likely. If this seems like wishful thinking, 
assume the worst contingency and that Britain is de- 
feated in the near future. In that event it is unlikely 
that our own defense efforts will suddenly cease. Quite 
the contrary. But that contingency may be averted by 
our own entry into the war on the side of Great Britain. 
This might well have the effect of reviving confidence in 
the ultimate victory of the democracies and the preser- 
vation of the capitalist economy throughout the world. 
None of these possibilities is intended to be a forecast 
but merely thinking about them should help to get our 
bearings. 

At the same time all of them are in some measure 
being reflected in common stock appraisals 


jected to recurring shocks. The investor has no assurance 
that stocks purchased at this time will not at some time 
in the next few months be available at lower prices. 
This does not alter the fact, however, that even if many 
sound common stocks are not yet available at their best 
bargain prices, there is a fairly wide choice of issues 
which by any reasonably acceptable standard represent 
good investment values in terms of income. 

If the choice of common stock issues is made at the 
present time on the basis of relative dividend security, 
rejecting such considerations as potential growth and 
abnormal earnings, as being strictly speculative factors, 
in favor only of those considerations which would lend 
good support to be a reasonable dividend, the investor 
in the end may well find that in so doing he has ade- 
quately provided for dependable income and protection 
against higher living costs, or “inflation.” 

Although the subject of inflation is being widely dis- 
cussed, actually there is scant evidence that the United 
States is headed for a period of uncontrolled inflation. 
Whether or not, in a prolonged war setting, efforts to 
avoid an inflationary price rise are successful, the best 
way for the investor to protect his own interests is to 
avoid the so-called “inflation hedges.” That is to say, 
it would be very unwise to select stocks solely on their 
merits as a possible hedge against inflation. Companies 
with assets in the form of unmined metals, or oil, for ex- 
ample, are frequently cited as offering the best invest- 
ment protection against inflation. In actual practice it 
would probably be found that such issues offered no 
better protection than the shares of various manufac- 
turing companies. To obtain 100 per cent inflation pro- 
tection would require that the investor sell all of his 
“inflation hedges” at the virtual top of the inflation 
boom, and before the period of deflation set in. This 
would require exceptional foresight and timing, as was 
demonstrated in 1929. 

To repeat, for the investor concerned over the pos- 
sibility of inflation the best bet offered him are those 
common stocks which seems to afford the soundest 
investment value in terms of earnings and dividends, 
and the chances are strongly in his favor that at the 
same time he will be making adequate provision for the 
possibility of inflation. 





at the present time. It would not be diffi- 
cult, therefore, to arrive at the conclusion 
that all of the adverse factors threatening 
common stocks have been rather ade- 


Selected Common Stocks for Income 
Companies Paying Dividends Ten Years or Longer 





¢ r “di ices is Recent 1940 Yield 1932 Yield 
quately “discounted” by recent prices. This — a eg © oe ie otto ie 
may hold true of the known factors, but American Can............0..00.00.000- 83 4.00 4.8 4.00 4.8 
it is to be doubted that present prices can American Telephone and Telegraph... . 156 9.00 5.8 9.00 5.8 
° 2 s MME sooo si5 phat ein sie lac aaikerk 3 43 3.25 7.5 3.00 7.0 
in any way measure the intangible but Chesapeake & Ohio... 38 3.25 8.5 2.50 6.6 
highly potent factor of public psychology, Com Products Refining.................. 44 3.00 6.8 3.00 6.8 
oe ‘ 2 x . 2 ee 40 3.00 7.5 3.00 7.5 
particularly when confronted suddenly General American Transportation......... 47 3.00 6.4 1.50 3.2 
with unexpected events. To exemplify this General Foods....................--.. 36 2.00 5.5 2.50 6.9 
point it is only necessary to recall what a Glass... 6... eee eee 84 5.00 5.6 pol 48 
‘ E relic uecancueLs ters sea 32 2.40 7.5 2.00 6.3 
happened to common stock values when  kigsH....... se. 23 1.60 7.4 1.00 44 
the German armies swept through the Low Penney, J. C..............6...0000000: 80 . 5.00 6.3 2.10 2.6 
. ‘ . f Texas Corporation..................005- 37 2.00 5.4 1.25 3.4 
countries to the final capitulation . Wemee Gal taleher..... oo cccccccccccess 32 2.00 6.3 2.00 6.3 
France. Previously very few people United Fruit.......................---. 62 4.00 6.5 2.50 4.0 
thought this was possible. United States Playing Card.............. 30 2.50 8.3 1.75 5.8 


All of which is to emphasize the point 
that common stock prices may be sub- 


* Equivalent dividend on present stock. 
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Common Stocks of Companies Likely to 
Pay Liberal Dividends 





Recent 1940 Yield 
Issue Price Dividend % 
ee er er ee 33 2.50 7.6 
Dewar Roller Deasing, .... 6.5. ccsccssiccevcce 32 3.00 9.4 
MD Eee ea cana so canseneiimdwenes 25 2.00 8.0 
i Oe eee 32 3.25 10.0 
PN Cis ca sick cxu bicep hlenes 35 2.00 5.7 
| ee eee noe 51 2.50 4.9 
eS SS eee — 37 3.25 8.8 
Timken-Detroit Axle 28 3.25 11.6 
ce ORS er rem 26 1.75 6.7 
Van Norman Machine Tool................. 13 1.10* 8.4 


*Equivalent dividend on present stock. 





In the present circumstances there are several major 
factors which should govern the actual choice of common 
stocks. It is a foregone conclusion that both higher 
taxes and operating costs will take a heavier toll of earn- 
ings than any which has so far been exacted. It fol- 
lows, therefore, that, other things being equal, those 
companies with only a single class of common stock out- 
standing in an amount not excessive in relation to past 
earnings should experience the least difficulty in sup- 
porting a reasonable dividend. As a general rule it seems 
advisable to avoid leverage stocks, that is common stocks 
preceded by funded debt and preferred stock issues. 
Leverage is a potent speculative factor at times, but it is 
here assumed that the investor is primarily concerned 
with income. “Special” common stock situations like- 
wise should be avoided. These would include many of 
the “war babies” where earnings, under the impetus of 
defense orders, have been swollen far beyond normal 
levels. Common stocks of companies with a sizable 
stake in the defense program are not necessarily 
eliminated from consideration, but the choice of 
such issues should not be made on the basis of war 
orders alone. 


Which Common Stocks? 


A large volume of defense orders is not a reliable mea- 
sure of potential earnings and dividends. Profits on 
Government contracts will be materially less than nor- 
mally available on private business. Earlier this year 
an announcement by General Electric Co. stated, “It 
is not presently anticipated that profits will increase 
proportionately (to the amount of work performed) 
because of the greatly increased taxes, lower margins for 
profits on national defense, and the necessity for speed- 
ing up production which will undoubtedly involve some 
sacrifice of efficiency.” Another company, Eastman 
Kodak, has voluntarily limited profits on all Govern- 
ment orders to 10 per cent of cost. 

Normally a high yield on a common stock is a pretty 
dependable danger signal that the indicated dividend 
is threatened. There is no reason to suppose that it 
is any less reliable at the present time, even if ample 
allowance is made for the tendency of the market to 
appraise earnings and dividends under a war economy 
on a much more liberal basis. For example, General 
Foods common stock was recently selling to yield about 
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5.5 per cent on the $2 dividend, while Continental Credit 
common stock was quoted to yield 12 per cent on the 
$3 dividend. These yields indicate well placed confi- 
dence in the ability of General Foods to provide adequate 
coverage for dividends and considerable doubt on the 
maintenance of the $3 dividend on Commercial Credit 
common stock. The same holds true respectively in 
the case of Commonwealth Edison common stock sell- 
ing to yield 6.6 per cent on the $1.80 dividend and Con- 
solidated Edison of N. Y. selling to yield more than 10 
per cent on the $2 dividend. 

Common stocks selling to yield 7, 8 and 10 per cent 
may not necessarly be risky speculations, but if such is- 
sues are purchased it might be a conservative idea for 
the investor to make a mental reduction in the yield of 
25 to 50 per cent. If such an allowance ultimately proves 
to have erred on the side of liberality, so much the 
better. 

Another basis upon which income common stocks from 
the standpoint of their relative yields might be selected 
would be to determine the current yield on the basis of 
the smallest dividend paid in the past ten years. This 
method would seem to make adequate provision for al- 
most anything which might occur to jeopardize the 
present rate of dividends on such issues. 

Certainly from much that has been said, the present 
would seem to offer the common stock investor an un- 
usual opportunity to purchase income at a liberal dis- 
count. Doubtless there will be dividend casualties, re- 
gardless of the care taken in the selection of issues, but 
the over-all results, come inflation or what have you, 
are likely to prove satisfactory. 

The point has been made that the income investor 
should endeavor to place his funds as close to earning 
power as possible. While this is particularly applicable 
to common stocks, it naturally raised the question of 
bonds and preferred stocks. Bond interest, of course, is 
a charge against income ranking ahead of corporate in- 
come taxes and excess profits taxes, while preferred stock 
dividends have a prior claim on earnings ahead of the 
common stock. (Please turn to page 104) 





Medium Grade Bonds and Preferred Stock 


for Income 
Current 

Recent Yiel 

Issue Price N 

Pillsahany Gore 56 AONE ooo ss oe casing se seieercwesee 92 5.4 
GConpilian Pincilic 6S GIS4 oon oot sic ceccccsscensss 17 6.5 
Certain-teed Products 51/'s 1954. .............00000. 85 6.5 
Chicago Great Western 1st 4's 1988................. 69 5.8 
Cleveland Union Term. 51/9's 1972...............54.. 87 6.3 
New You Conte) Rel; BF 8018. 2.6.6... ccenccne 66 7.6 
Pere Marquette 5's 1956......... cece ccc ccc encece 78 6.4 
een ol he. A rer 5214 8.5 
BOM NT, BE F080 oo voc oie cc occcecs ccccvnncces 64 6.3 
ee eS | 106 5.7 
Be SE RI 55055. s oer cse ee sewieew tewnes 74 6.8 

PREFERRED STOCKS 

Chicago Pneumatic Tool $3 Preferred................. 38 7.9 
Comte NN TG i as oon o coos cos sinciceneneieses 92 8.7 
SE eee oo anos vials eb bees ae SSS 86 5.8 
Goodyear Tire & Rubber 5%... ... 0.0... 2 cece cece ees 80 6.3 
Houdaille-Hershey A $2.50................ cece eee 33 7.6 
Midland Steel Products 1st 8%...............--00005 108 7.4 
RMIT i, 5 5 5: 5.5\5'0 0.955.055.0050 wiebte'e dpb aoe 57 6.1 
RE GG i asks oo bene veeecdc eee teswees 86 9.3 
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United States Savings Bonds 


Returns Attractive in Comparison 
With Other High Grade Obligations 


», May 1, the Treasury Depart- 
ment will offer three new series of 
United States Savings Bonds and 
Postal Savings Stamps to the public 
as a means of financing in part the huge National Defense 
program. Distribution will be attained through some 
16,000 Post Offices, Federal Reserve banks and the 
Treasury direct. It is expected also that arrangements 
will be made whereby orders may be executed at com- 
mercial and savings banks generally. Probably only the 
Liberty Bond selling drive of World War I will be com- 
parable in scope and importance to the new Savings 
Bond campaign. “Every man, woman and child in 
America will be given full details of this National Defense 
savings plan and easy ways to take part in it,” in the 
words of Secretary Morgenthau. 

Aside from the main objective of raising needed funds, 
broad distribution with the public will accomplish two 
highly desirable results. In the first place, it will tend 
to check any tendency of public purchasing to rise too 
rapidly with a resultant increase in the consumption and 
prices of consumer goods at a time 


BY J. M. WETHERBY 


be worth $25 ten years from the date of 
acquisition. 

It may be readily appreciated that 
the new Savings Bonds are the concern 
of every citizen regardless of whether or not subscriptions 
to the issues are contemplated immediately. Aside from 
the basic economic considerations involved in Treasury 
financing of this magnitude, the new series of bonds yield 
attractive returns compared either with currently out- 
standing Government obligations or highest grade cor- 
poration bonds. As a matter of fact, announcement of 
the terms on the news series immediately found reflec- 
tion in a shading of prices on all highest grade corpora- 
tion bond issues, particularly those of short maturity 
where in some instances previously prevailing yields 
were lower than on the new Savings Bonds. 

The three series are to be known as: Defense Savings 
Bonds; Series F Savings Bonds and Series G Savings 
Bonds. 

The Defense Savings Bonds may be purchased only 
by individuals in an amount (Please turn to page 109) 





when defense needs are the primary con- 
cern of the nation. Secondly, it will re- 
lieve the banking system of the task 
of absorbing huge additional amounts 
of Government obligations with the 
consequent creation of unneeded de- 
posits, of itself potentially inflationary. 
It is recognized also that encouraged sav- 
ings during periods of wide employment 
and high national income such as the 
present, should tend to lighten the relief 
load when jobs once again become scarce. 

Since the smallest denomination in the 
Defense Savings Bond series is $25 ma- 
turity value, or $18.75 original cost, 
investment in the Postal Savings Stamps 
will have wide appeal to the youth of 
the country and to those finding a small- 
cr initial savings more convenient. These 
stamps are available in 10c, 25c, 50c, $1 
and $5 denominations. Attractive 
albums are to be available for affixing 
the various stamp series and as soon as 
the collector has filled his album it is 
exchangable for a Defense Savings Bond. 
Thus with 75 of the 25c stamps affixed 
to an album, the holder may exchange 


First Ye year....... 
Yq to 1 year.. 

1 to 11% years 
1% to 2 years 

2 to 2% years. 
2% to 3 years... 

3 to 31% years. . 
3% to 4 years... 

4 to 41, years... 
4% to 5 years... 
5 to 51% years... 
51 to 6 years... 
6 to 61 years... 
61% to 7 years... 
7 to 71 years... 
7% to 8 years... 
8 to 8% years... 
814 to 9 years... 
9 to 9% years... 
91% to 10 years. . 
10 to 101% years. 
101% to 11 years. 
11 to 11% years... 
11% to 12 years.. 
i... ee 


* Maturity. 


Period After Issue 


Redemption Values and Yields on New Series of 


United States Savings Bonds 
(Per $100 of Maturity Value) 


Defense Series F Series G 
Savings Bonds Savings Bonds Savings Bonds 
alue Yield Value Yield Value Yiel 
$75.00 0.00 Not redeemable Not redeemable 
75.00 0.00 $74.00 0.00 $98.80 $0.10 
75.50 $0.67 74.20 $0.28 97.80 0.31 
76.00 0.88 74.50 0.46 96.90 0.44 
76.50 0.99 74.90 0.60 96.20 0.60 
77.00 1.06 75.40 0.76 95.60 0.75 
78.00 1.31 76.00 0.90 95.10 0.88 
79.00 1.49 76.70 1.02 94.80 1.03 
80.00 1.62 77.60 1.20 94.70 1.20 
81.00 1.72 78.60 1.34 94.70 1.35 
82.00 1.79 79.70 1.48 94.90 1.51 
83.00 1.85 80.90 1.62 95.20 1.66 
84.00 1.90 82.20 1.76 95.50 1.78 
86.00 2.12 83.50 1.86 95.80 1.88 
88.00 2.30 84.80 1.96 96.10 1.98 
90.00 2.45 86.10 2.02 96.40 2.05 
92.00 2.57 87.40 2.10 96.70 2.12 
94.00 2.67 88.70 2.14 97.00 2.17 
96.00 2.76 90.00 2.18 97.30 2.23 
98.00 2.84 91.40 2.24 97.60 2.27 
*100.00 2.90 92.90 2.28 97.90 2.31 
oe ead 94.50 2.34 98.20 2.34 
ceive 96.20 2.40 98.60 2.39 
98.00 2.46 99.20 2.44 
*100.00 2.53 100.00 2.50 





it for an $18.75 Saving Bond which will 
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General Motors Photo 


S xce last autumn the automobile industry has been 
producing motor vehicles at a boom rate averaging in 
excess of 500,000 units a month. Yet public demand has 
been so avid that stocks in dealers’ hands now are equal 
to but slightly more than one month’s retail volume at 
the current rate. 

This would seem to be a rosy picture—if one took only 
a superficial glance at it. But presently favorable pro- 
duction and sales figures do not by any means paint the 
whole picture, nor do they provide a reliable clue to the 
shape of things to come in this tremendously important 
industry. 

In the stock market—given to looking beneath the 
surface—one sees a persistent reflection of grave doubts 
concerning the industry’s prospect under our increasingly 
rapid transition to a war economy. For example, from 
the intermediate recovery high made by the market on 
November 9 of last year the Dow-Jones industrial aver- 
age declined approximately 16 per cent to the recent low 
and this publication’s index of 290 issues declined by 22 
per cent, while over the same period Chrysler slumped 
33 per cent and General Motors 31 per cent. 

What is it that this worse-than-average market per- 
formance is discounting? 

It is discounting two things: (1) The certainty that 
the defense program will result in an increasing disrup- 
tion of the industry’s normal civilian business and uncer- 
tainty as to the ultimate possible scope of such disrup- 
tion; and (2) the probability of both reduced total profits 
and reduced profits per dollar of sales. 

Among the major manufacturing industries, the auto- 
mobile industry has most to lose in a war economy and 
least to gain. For that reason, as well as because of 
the prominent role that it plays in our economy, it has 
to be put down as Industrial War Casualty No. 1. 
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And although sales last year were excellent and will be 
still better for the current model year, profit margins 
have already been rather severely reduced. The last 
peak year in earnings—but not in volume—was 1936. In 
that year General Motors earned $238,482,000 on dollar 
sales of $1,439,289,000 and unit sales of 1,866,589; while 
in 1940 it earned $195,621,000 on dollar sales of $1,794.- 
936,000 and unit sales of 2,025,343. 

Thus, 1936 profit was approximately 16.5 per cent of 
sales, as compared with only 10.9 per cent of sales last 
yvear—a decline of some 30 per cent. And the 1940 profit 
was equivalent to approximately $97 per vehicular unit 
sold, against $127 per unit in 1936 or a decline of more 
than 23 per cent. 

The company’s payroll cost last year was approxi- 
mately $243 per automotive unit sold, against $205 in 
1936, an increase of 18 per cent. Estimated total taxes 
were $103 per unit or some 115 per cent above 1936 
figure of $48. Last year the Federal income tax per unit 
was about $61, an increase of 118 per cent as compared 
with 1936. 

Chrysler earned net profit of about $58 per unit sold 
in 1936, but only $39.45 last year or a shrinkage of about 
32 per cent. The 1940 Federal taxes per unit came to 
about $24 or double the figure of 1936. Comparable 
statistics for Ford are not available, but undoubtedly 
would show a similarly adverse trend of profit margins. 
In short, no matter how good sales may be, less profit 
per dollar of sales and per physical unit sold is the gen 
eral trend in the automobile business. 

Like all trends, this one will end some day; but when 
that may be is clearly beyond any possibility of predic 
tion or guess, It is a condition likely to get worse, how- 
ever, before it gets better; and the probability for 1941 
seems to be somewhat smaller total earnings, unit 
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Automobile 
Industry 
Is 
War Casualty 
No. I 


BY STANLEY DEVLIN 


earnings and earnings per dollar of sales than in 1940. 

Taxes will, of course, be higher in presently unpredict- 
able degree. Current Washington guesses on the normal 
corporate tax center on 30 per cent. It appears certain 
that the present excess profits tax will be lifted, and the 
leading motor companies are among those which happen 

be hit relatively hard by this type of levy. For 
instance, Chrysler’s estimated excess profits tax of 
$7,000,000 for 1940 increased its normal income tax load 
by more than 42 per cent. General Motors calculated 
1940 excess profits tax as $40,766,505 or about 32 per 
cent of total income taxes of $125,027,741. 

On an average, costs of materials and parts bought 
will be higher; and some added wage cost is probable. 
Following its usual strategy of singling out General 
Motors—with the expectation that other manufacturers 
can be forced into line later—the United Automobile 
Workers (C I O) is demanding a 10 cents 


Against this, it is quite likely that upward price adjust- 
ments can be made on such 1942-model volume as the 
exigencies of the defense program will permit the indus- 
try to turn out. 

The latter statement may seem paradoxical in view 
of the Government’s vigorous hostility to higher prices, 
but this policy is aimed at prices which affect the cost 
of the defense program or the general cost of necessitous 
living. In a war economy new passenger automobiles for 
civilians are non-essential and it is the object to divert 
the maximum possible productive effort of the industry 
to arms work. 

Announcement that the industry has agreed, at the 
Government’s request, to a 20 per cent reduction in 
scheduled production, beginning August 1, is a step 
toward that objective. Also in line with that objective 
are such coming moves as higher excise taxes on automo- 
biles and accessories and a reduction of the marginal 
public purchasing power available for purchase of non- 
essentials through higher personal income taxes and sale 
of defense bonds to individuals. Since higher prices 
tend in some degree to discourage demand, the Adminis- 
tration could not logically object to them in the case of 
the motor industry, despite present talk to the contrary. 

The 20 per cent curtailment of production now pro- 
jected would permit the industry at most to turn out 
some 4,000,000 1942 model cars and trucks, which would 
be about 15 per cent less than 1940 production and 7 per 
cent more than 1939 output. The decline probably will 
center almost entirely in passenger cars, since trucks rate 
high as economic essentials. 

It must be noted, however, that the projected curtail- 
ment is a minimum and not a maximum. Mr. Knudsen’s 
formal statement referred to an “initial” 20 per cent 
curtailment. The inference is clear—and it could not 
logically be otherwise—that it remains to be seen 
whether the industry can do the arms work allotted to 
it and still turn out 4,000,000 vehicular units in the 1942 
model year. 

Since defense work comes first and since the industry’s 
present volume of defense contracts will probably be 
substantially increased in coming months, it is patently 





an hour wage increase, union shop recogni- 
tion, additional vacation allowances and 





various other benefits and adjustments. 
A strike vote has been called for, but 
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according to the union, will not apply to 
the company’s defense work. What the 
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management’s reaction will be, the writer 
does not pretend to know. It is plain, how- 
ever, that the Administration is tacitly, if 
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not actively, supporting organized labor's 
high wage drive; and there is an evident 
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tendency among managers of large corpora- 
tions to buy labor peace either partly or 





fully on labor’s terms. It is improbable that 
General Motors will take an adamant stand 
against any wage increase. If that is so, 
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the only practical question is how much the 
eventual compromise will cost. 





ating cost in the industry are pointing up, 
as they are in a majority of industries. 





MAY 3, 1941 


| ooneeee ee palatal RATIO TO THE 290 INDEX"* Te, 


All in all, unit labor costs and total oper- ASOND JFMAMJJASOND J F A 
1939 1940 1941 





GENERAL 
MOTORS se | 












































From Autos to Planes. A skilled workman at the General Motors-Allison 
plant in Indianapolis places a crank-oil plug in a delicately 


balanced airplane crankshaft. 


doubtful whether it will be able to maintain a 4,000,000- 
unit rate of civilian production very far into the next 
model year. 

Meanwhile all circumstances combine to sustain a 
boom level of retail demand for 1941 model cars—and 
for used cars—as long as the supply will hold out. 
Reflecting the tremendous increase in employment, pay- 
rolls and national income, marginal public purchasing 
power—the income above what is necessary to maintain 
a necessitous standard of living—will be at or above the 
average level of 1929 throughout the rest of this year; 
and it is such marginal income—plus consumer willing- 
ness to incur installment debt—that determines the 
market for automobiles. 

Contributing to the buying rush also is the knowledge 
that 1942 cars will be in smaller supply than 1941 cars, 
and possibly in drastically reduced supply; the thought 
that higher prices and higher excise taxes would probably 
have to be paid for 1942 cars; and an understandable 
uncertainty in the consumers’ minds as to whether the 
quality of 1942 cars may not be adversely affected in 
some respects by use of substitute materials. 

Of course, over the years there have been many 
changes in materials used in automobiles—but these were 
planned changes, engineered for better quality or greater 
economy without sacrifice of quality. They were thor- 
oughly tested out. They were usually pioneered by a 
single manufacturer on a single model, later adopted on 
all models, and by competing manufacturers, after suc- 
cess in operation and sales appeal had been proven. 

It is no reflection at all upon the industry’s techni- 
cians—marvelously ingenious—to emphasize that com- 
ing extensive substitution of materials is altogether 
another matter. It is a matter not of using the best 
possible of the commercially feasible materials but the 
best possible of those which will be available. This must 
mean in some instances not choice of the most desirable 
material but of the “next best.” The American motor- 
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ist—especially the male of the species, who 
knows, or thinks he knows, something about 
the “innards” of automobiles—is well aware 
of all of this. 


The chief indicated shortage materials are 
aluminum, zinc, nickel, brass and some of 
the finer alloy steels. Substitutions affecting 
body trim, instrument panels, headlamp re- 
flectors, steering wheels, etc., can be made 
with ease. More important possible substi- 
tutions include cast iron or steel alloy pistons 
for aluminum pistons, cast iron cylinder 
heads for aluminum, cast iron valve cham- 
ber cover for aluminum, cast iron gasoline 
pump unit replacing die casting, chrome 
molybdenum steel in transmission gears in- 
stead of nickel steel, switch from present 
alloy steels in certain engine parts to other 
steels for which the required alloys are more 
plentiful. 

While large in dollar totals, the present 
armament orders on the books of the auto- 
mobile manufacturers are not so large in 
relation to their normal civilian business in 
any fairly good year. For instance, General 
Motors reports that it has booked about 
$750,000,000 of defense work, apparently including sub- 
contracts. This compares with 1940 total sales of $1,794,- 
936,000. But presently booked defense orders will re- 
quire much more than a year for completion. What the 
company’s ultimate annual volume of defense deliveries 
will amount to is highly conjectural. Assuming it might 
reach, say, $500,000,000, that would be perhaps a third 
of average civilian business in normal years. 

Chrysler’s armament orders to date—$74,300,000 plus 
an unstated amount of sub-contracts—represent an even 
smaller proportion of its normal civilian business. The 
relationship between armament volume and civilian 
volume is important in two respects: It bears directly 
upon the question how much civilian production must 
be given up. And, in a large measure it determines 
whether a company, on balance, loses more earn- 
ing power than it gains in the transition. The 
motor industry will almost certainly lose more than it 
gains. The profit margin on its arms work will not be 
as high as that on civilian production. Transfer of 
supervisory personnel and skilled labor to arms work will 
interfere with civilian production to a degree out of pro- 
portion to dollar volume of arms orders. Profits on 
remaining civilian business will be lower for a variety of 
reasons, as discussed heretofore. 

At the opposite extreme—to emphasize our reasoning 
—is the railroad equipment industry. Backlog of arms 
orders exceeds backlog of railroad orders in a ratio of 
at least five-to-one, although the latter volume is the 
best since the peak years of the mid-’Twenties. More- 
over, efficient rail transport is an essential of defense or 
war and, therefore, manufacture of locomotives and 
freight cars must rank high on the list of preferential 
industrial activities. In short, this industry will be 
favored by a double-barrel gain in volume, no significant 
disruption of “regular” operations, and by profits— 
despite higher tax rates—substantially above the 
average of 1935-1939. (Please turn to page 105) 
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Metals Under 


Priorities... 


Greater Defense Needs Bring Wide 


Search for Substitutes; Govern- 


ment Restrains Price Rises 


BY JESSE J. HIPPLE 


‘ 
_— of certain metals and priorities as to their 
use during the World War were responsible for the sub- 
stitution of then fairly rare metals for the more common 
materials which were no longer available for civilian 
purposes. Take for instance the case of copper. 
In the World War years, the world supply of 
copper was in no way as extensive as it is today, 
for then the vast African mines were hardly 
known and most of the South American copper 
deposits were either as yet undiscovered or only 
partly worked. 

With the entire world demanding copper, it 
was not surprising that supplies were short and 
prices high. Neither of these two things are 
likely to happen again, for while demand is now 
at unprecedentedly high levels, supplies at home 
and abroad are more than ample for all needs, 
even though it is still necessary to go through 
certain motions to import copper without dis- 
torting prices. 

Among the several substitutes for copper de- 
vised in the World War period, were aluminum 
and copper-clad steel. Both of these metals 
have gone on from that time to an independent 
position in our normal economy. In fact, alu- 
minum, which was then a comparatively costly 
metal, has gained such a pre-eminent position in 
the non-ferrous metals field that it is now itself 
subject to priorities and substitutes. The most 
promising substitutes for aluminum at the pres- 
ent moment are magnesium—lighter in weight 
than aluminum, but more costly—and stainless 
steels, which are heavier by volume but service- 
able in much smaller thicknesses and better re- 
sistant to corrosion than the older product. These 
and other metals will be discussed in more detail 
later in this study. 

In only infrequent instances have recent de- 
velopments in industry followed the pattern of 





1914-1918 during the present emergency and the subject 
of “metal substitutes” is one of the instances. The Office 
of Production Management has requested the National 
Academy of Sciences to make a study of the subject as 
applying to aluminum, beryllium, lead, nickel, magnesi- 
um, tin, tungsten and zinc, as well as other things. That 
many substitutes will be found is almost a foregone con- 
clusion. But what the effect will be on the future of the 
metals for which substitutes are found is a subject for 
serious contemplation, for it is in the older metals that 
most of the public’s investments have been made. 

Aluminum enjoys several unique features. Theoret- 
ically, at least, almost every clay pit is a potential source 
of the metal although in actual practice, bauxite, a very 
rich aluminum ore, is employed. In this country, sup- 
plies of bauxite are fairly ample and can be fully aug- 
mented by imports from Canada and other parts of the 
Western Hemisphere if at any time our own supplies are 
inadequate for immediate needs. Aluminum is also the 
lightest of the low-priced, strong, commercially produced 
metals, which makes it practically ideal for aircraft parts. 
For this particular use of aluminum, no comparable sub- 
stitutes seems likely to be found soon, and it therefore 
appears that the aviation industry will be the largest 
near-term consumer of the metal. If the production of 
50,000 planes per year asked by the President is achieved, 
it will require some 300,000,000 pounds of aluminum 
yearly for this one project as compared with the record 
high output of 400,000,000 pounds made last year. 


Courtesy American Brass Co. 

















There is, however, no immediate prospect of an 
aluminum shortage for defense purposes. Aluminum 
Company of America has been expanding its pro- 
ductive capacity as rapidly as possible and it is ex- 
pected that by the end of 1942, this company will be 
able to produce at least 650,000,000 pounds yearly. To 
this amount must be added the smaller, but nevertheless 
important, contribution of the new Reynolds Metals 
aluminum plant which is expected to begin produc- 
tion sometime during June and to achieve an output of 
150,000,000 pounds yearly by the end of next year. 

The possession of such a high capacity to produce 
virgin aluminum is a source of satisfaction to the Govern- 
ment, although since it represents an almost 100 per 
cent increase over the demonstrated peak peace-time 
demands for the metal, such an output may be the cause 
of much dissatisfaction when, as, and if conditions ever 
return to what we once considered to be normal. This 
problem is, however, more for the producer of aluminum 
substitutes than for the aluminum producer, for alumi- 
num has long covered a wide field of uses most efficiently 
and the field could be expanded almost indefinitely at 
the expense of competitive materials, should greatly re- 
duced operating costs result from heavily expanded ca- 
pacity to produce. Aluminum Company of America con- 
tinues to be the leading producer of aluminum and com- 
petition from Reynolds Metals, and whatever other small 
producers of virgin aluminum that there may be, will 
be welcomed for the reason that it demonstrates that the 
largest company does not have a monopoly of the alumi- 
num business as was once contended by the Govern- 
ment. Post-war competition from abroad is another 
question entirely, for Germany is now the largest pro- 
ducer of aluminum in the world and Russia and Italy 
also have exportable surpluses. Tariff barriers against 
foreign aluminum will solve the domestic problem, al- 
though no such simple solution is likely for the export 
problem. 

Copper has no difficulties similar to aluminum, for 
not only is domestic production rising but the R F C, 
through the Metals Reserve Company, has been buying 
Latin American copper for 10 cents a pound F A §, at 
New York, and redistributing the metal among fabrica- 
tors who are working on munitions at the current market 





"Critical" Materials for Defense As 
Reported by the Priorities 
Division of O PM 





Aluminum ....... Alloys, Pigs, Fabricated. 
ee Pig and Fabricated. 

le Pig and Fabricated. 

Chromium ...... Alloy Steel. 

Magnesium ..... Alloys, Pigs or Fabricated. 

Monel Metal ....An Alloy of Copper and Nickel. 
Nickel .......... Pig, Fabricated or Alloy Steel. 
re Electric, Tungsten, Nickel, Chrome, Vanadium. 
POP spe eennce park All Metalic Forms. 

Tungsten ........ Ore and Ferro Tungsten. 

Vanadium ....... Metal and Alloy Steels. 

OE cscwsseanene Galvanized Containers and All Forms. 
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price of 12 cents a pound, thus absorbing 2 cents of the 
tariff on imported copper, which the company pays, 
Since the R F C and Metals Reserve Company are both 
Government agencies, the loss by this absorption is more 
apparent than real. 

What the fabricators are actually consuming is un- 
known. The domestic copper refiners are shipping 
approximately 90,000 tons of metal monthly, while the 
largest of the domestic miners are producing copper at 
the rate of approximately 78,000 tons in the same period, 
compared with the 1940 monthly average of slightly less 
than 73,000 tons. The variation between mine production 
and refinery output is accounted for by the fact that the 
refiners are still drawing on previously acquired stocks 
of blister copper. When the blister stocks are gone, it 
will still be possible to hold refinery output at high levels 
by using imported ores such as the Congo copper ore 
which is already arriving here to be refined for British 
needs, etc. The R F C has already purchased approxi- 
mately half of the probable 1941 Latin American copper 
output, although operations at these mines have been 
well below full capacity and could be stepped up con- 
siderably whenever it should become desirable. 


No Imminent Lead Shortage 


Obviously, then, with domestic mines running at full 
capacity and approximately half of the present output 
of Latin American mines being purchased by the Gov- 
ernment, American copper miners, having additional 
properties in South America, are not in the adverse posi- 
tion expected for them at the beginning of the war. 
Prices for copper, however, will probably not reach sub- 
stantially higher levels than those which are currently 
prevailing. The Government’s willingness and ability to 
furnish consumers with copper at 12 cents a pound is a 
strong deterrent to any untoward increase in domestic 
copper prices. Earnings, however, will not be extra- 
ordinary good, for taxes and operating costs are certain 
to rise this year. The situation in Canada in this respect 
furnishes an excellent example. In Canada, the price of 
copper is fixed by law and taxes are heavy, as are produc- 
tion costs. Profits are not large, but Canadian mines 
continue to increase their production capacity in response 
to war demand. 

There is no immediate or potential shortage of lead 
despite the fact that the Government has requested a 
study to locate substitutes. Practically every lead pro- 
ducing country has an exportable surplus, even if the 
countries are engaged in the war. Canada and Australia 
are cases in point. Peru and Mexico have heavy inven- 
tories of refined lead which overhang the domestic mar- 
ket, so that whenever domestic lead prices show a 
tendency to increase above 6 cents a pound, it becomes 
profitable to use foreign metal. The one development 
that may increase the differential between foreign and 
domestic leads is the rise in shipping rates, which may 
make it possible to advance the domestic price of lead 
moderately above 6 cents a pound without encountering 
heavy offerings of imported metals. Nevertheless, 
domestic lead production is running at the rate of about 
46,000 tons monthly, which is, as far as can be ascer- 
tained, but moderately lower than consumption at the 
present time. At current lead prices, operations should 
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be profitable for domestic producers and refiners. Al- 
though profits are tempered by taxes and wages, such 
companies as St. Joseph Lead and Eagle-Picher Lead 
should do as well, or better than, at any time in the more 
recent past. 

Along with aluminum, zinc will probably be one of 
the most restricted metals as far as civilian use is con- 
cerned. Zinc is used mostly as an alloying agent for 
the manufacture of brass, which in turn is of paramount 
importance in the making of shell cases and cartridges. 
Other than in the manufacturing of brass, zinc has found 
its greatest modern application in die casting. Die cast- 
ings were developed to take the place of expensive ma- 
chined automobile parts, household equipment parts and 
many similar devices. They represented the first real 
use for zinc outside of the previous galvanizing and elec- 
trical uses which were unable to consume all of the metal 
that domestic mines could produce. So practical and 
low priced were these die castings that they have been 
almost universally accepted in the manufacture of auto- 
mobiles and airplanes which now use the largest part of 
our zinc output. The die-casters will still have all of the 
business that they can handle, but their output will prac- 
tically all be diverted to military needs. The catch in 
the zinc situation is not so much a scarcity of ore, but 
inadequacy of refining capacity. Currently, domestic 
zinc producers are putting out about 61,000 tons monthly, 
as compared with a monthly average output of approxi- 
mately 54,000 tons during 1940. The increase is due 
almost solely to the addition of new refining capacity. 
Further expansion, which will bring the monthly output 
up to about 70,000 tons by the year end, is now under 
construction, but even then the supply will not be ade- 
quate to fill all requirements. Zinc ore and concentrates 
are available abroad in large quantities so that any pos- 
sible ore scarcity at home could quickly be made up. 
The only present solution to the zinc problem appears to 
be one of restriction of civilian use of the metal until 
the emergency has been passed. Since higher prices 
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One of the many machining operations of American Brass Co. 


would not produce any more metal than 1s 
currently available, no change in quotations 
is likely. With production at the peak of 
its capacity, gross earnings of the producers 
are limited and net income will be strongly 
affected by higher taxes and other rising 
costs. 

The introduction of substitutes for zinc 
die castings, notably the process which uses 
almost any powdered metal to secure a prod- 
uct said to be superior to zinc in many ways, 
will probably affect the longer term outlook 
for zinc, and this metal is likely to be one 
of the greatest sufferers from lost markets 
when more normal industrial conditions are 
restored. 

Nickel was, for a time, one of the leading 
casualties of the last World War for it was 
during that period that the metal became 
scarce and many permanent substitutes were 
developed. International Nickel Co., which 
controls approximately 80 per cent of the 
world’s output of the metal, did an heroic 
job in finding new uses for the product with 
the result that while old markets were 
almost irretrievably lost, new and larger ones were 
gained. At the beginning of the present war it was 
thought that, with the elimination of many peace-time 
markets, the supply of nickel would be adequate. Dur- 
ing the last several months, however, the military de- 
mand for nickel has become so great that it now seems 
that civilian needs will again have to give way to mili- 
tary requirements and the search for nickel substitutes 
will have to be renewed. Stainless steel would be a good 
substitute for nickel for many purposes were it not for 
the fact that many stainless steels have nickel in their 
makeup and, if not nickel, other hard-to-get elements. 





Molybdenum as an Alloy for Steel 


While stainless steel is not a non-ferrous metal, it has 
a place in this story by virtue of the fact that it acquires 
its stainless properties by the addition of certain metals 
such as chromium, molybdenum, vanadium and berylli- 
um, as well as nickel. Chromium, almost a curiosity dur- 
ing the World War, has become an important metal in 
our present economy. It supplanted nickel as a plating 
metal for automobile trimmings and architectural orna- 
mentation and now adds a corrosion-resistant quality 
to steel. The largest supplies of chromium ores are 
found in Asia although there are small quantities found 
in the Western Hemisphere, particularly in Cuba. A 
little of the metal goes a long way, for it is used in 
only minute quantities as an alloy and in microscopic- 
ally thin deposits when plated. Therefore, if overseas 
supplies are no longer available, stocks on hand when 
added to those which could be acquired from nearby 
sources, would be ample for military needs but would 
be inadequate to take care of every civilian demand. 

Molybdenum is one of the rare metals of which we 
have a more-than-adequate supply. At the present time 
this metal is being used as a substitute for some of the 
other alloying materials and its use will probably expand 
more rapidly in the next sev- (Please turn to page 108) 














Another Look At... 


AMERICAN HOME PRODUCTS CORP. — LAMBERT COMPANY 
ALLEGHENY LUDLUM STEEL CORP. — AMERICAN TYPE FOUNDERS CO. 
ALLIS-CHALMERS MANUFACTURING CO. 


American Home Products Corp. 


American Home Products Corp. sales in 1940 con- 
tinued the uptrend started in 1934. They were better 
than double the 1934 figure and were more than 11 per 
cent higher than in 1939. Expanded facilities and the 
acquisition of other products in the 6 year period were 
responsible for some of the gains, but in greatest part 
the increases were the result of improved merchandising 
and increasing public acceptance of the many “name” 
products manufactured. 

Manufacturing costs were also higher, but the increase 
over those of 1939 were only about 12 per cent or almost 
directly in line with the sales gains. As it was, after a 
60 per cent increase in taxes, including a $500,000 raise 
in normal Federal taxes and more than a $245,000 
excess profits tax, net income of $4,291,240 was still about 
$84,000 higher than a year ago. Earnings per share on 
the 801,856 shares currently outstanding, were approxi- 
mately $5.32 as compared with $5.23 reported in the 
previous year. 

The company’s financial position, according to the 1940 

alance sheet, was strong and showed an improvement 
over that previously reported. Both cash and inventory 
were higher, while the current-asset ratio of approxi- 
mately 3 to 1 showed only a slight decline from previous 
years. Current bank loans of slightly less than $740,000 
were about $19,000 higher than a year ago, but the long 
term debt had been reduced to $2,482,750 from $3,209,750 
reported at the close of 1939. Slightly more than 2,300 
shares of the company’s stock were re-acquired during 
1940, marking a continuation of this common stock retire- 
ment policy. 

Foreign business has never been of great importance 
to American Home Products, accounting for only about 
15 per cent of total sales in normal years. Since the 
largest part of foreign sales have always been made else- 
where than in Europe, European conditions have not had 
an unduly unfavorable effect upon the company. Rising 
consumer buying power at home and in South American 
countries promises a continuation of sales gains this year, 
although higher taxes and moderately increased material 
costs will hold further profit gains in check. Nevertheless, 
it is likely that further modest gains in earnings will be 
reported and the current dividend rate will be covered 
by a more than ample margin. 
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Allegheny Ludlum Steel Corp. 


The sharply increased demand for steel alloys is best 
illustrated by the recent annual report of Allegheny 
Ludlum Steel. Total sales in 1940 reached a sum of 
$54,702,998—about 46 per cent higher than in 1939 and 
nearly a 300 per cent increase over 1938. 

Such sales increases not only held the company’s 
plants at capacity production but have made numerous 
additions to existing facilities necessary. Including ex- 
penditures for additional plant facilities not as yet fully 
completed, Allegheny Ludlum spent approximately 
$1,370,000 in 1940. 

Despite the addition of new facilities amounting to 
about 8 per cent of the total property investment, the 
net book figure was slightly lower than a year ago al 
$16,578,090. The additions were financed out of earnings 
hut even then, the extraordinary outlays had no effect 
upon the company’s cash position, which was $600,000 
greater than a year ago at $1,468,241. Nor did it prevent 
the further acquisition of $2,700,000 in inventories which 
consisted mostly of raw or semi-finished materials. And, 
withal, the company’s current bank debt was reduced 
from $450,000 at the close of 1939 to $175,000 at the 
end of 1940. Current assets as a whole were $21,127,- 
294, or about $4,400,000 higher than a year ago while 
current liabilities totalled $8,285,069, or approximately 
$2,500,000 higher than at the time of the earlier annual 
statement. 

Had it not been for an increase of more than $1,000,000 
in regular corporate taxes and an additional payment of 
$1,089,346 for surplus profits taxes, earnings on the com- 
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pany’s 1,255,010 shares of common stock outstanding at 
the year end would have been close to $4 a share. As it 
was, the company reported $2.78 a share or nearly double 
the $1.49 a share reported for 1939 and a new high record 
for the recovery period. 

New additions to plant capacity will be finished some- 
time after the middle of this year but orders continue 
to accrue at a rate that may warrant even further 
expansion if a jam is to be avoided. Sizable inventories 
of semi-finished and raw materials are a favorable factor 
in the company’s nearer-term outlook, which is one of 
continued sharp increases in the volume of business 
completed but a somewhat more moderate gain in net 
earnings. Last year’s dividend of $1.50 a share was 
markedly better than in 1939 and it is possible that some 
further improvement in the size of the distribution will 
be seen this year. 


Allis-Chalmers Manufacturing Co. 


Allis-Chalmers Manufacturing Company has _ been 
most prominently in the news due to the recently settled 
strike which was in effect since January 22. The cessation 
of production for almost a full quarter year is bound to 
have a devastating effect upon 1941 earnings even if 
activities for the balance of the year are held at super- 
normal levels. As it was, the company narrowly escaped 
being taken over by the Federal Government and, the 
danger of such a move is not as yet fully past unless the 
tentative agreement under which the union resumed 
work is finally ratified by both parties involved. 

At the time of the beginning of the strike, Allis-Chal- 
mers had on hand about $45,000,000 of defense orders, 
mostly for the Navy. Some idea as to the importance of 
these orders may be gathered from the fact that 1940 net 
sales were less than double that amount and total 1989 
sales were only slightly more than half again as large as 
the company’s recent defense order backlog. In the 
normal course of events, approximately half of the Navy's 
orders on hand at the beginning of the year would have 
been completed by this time. But as it now appears, the 
strike delay will probably result in lower 1941 gross sales 
than in any year in the more recent past. 

The volume of the company’s business in 1940 was so 
good that in spite of the fact that combined Federal cor 
porate and excess profits taxes were more than 100 per- 
cent greater than in the previous year, net income was 
better than 30 per cent higher than in 1939, Earnings 
per share of common stock rose to $2.84 from $2.09 re- 
ported in the previous period. The company advanced 
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the dividend rate to $1.50 a share during 1940 or $0.25 a 
share more than a year ago. The future course of divi- 
dend payments is, however, uncertain. So far this year, 
nothing has been declared, but this is understandable in 
view of the strike situation. It is probable that dividend 
payments will be resumed later in the year, but it is not 
practical to attempt to forecast the actual amount. 

The company’s year-end financial position was sound, 
and strike damage to the company’s financial status is 
not serious. Naturally, a plant closed for some ten or so 
weeks is a drain on liquid resources, but with a current- 
asset ratio of better than 4 to 1 at the beginning of the 
year and cash resources of almost $7,000,000, the worst 
result will probably be one of inconvenience: Until pro- 
duction is again in full swing, no estimate of actual 1941 
earnings is possible, although they will unquestionably 
be below those of 1940. 


American Type Founders Co. 


American Type Founders Co. is currently enjoying a 
rush of business. Of course, the company’s ability to 
manufacture machinery has resulted in a substantial vol- 
ume of defense orders but to this must be added a fairly 
sharp increase in demand for the company’s main line 
of products: printing machinery. Earlier this year, the 
company reported that unfilled orders for printing ma- 
chinery were approximately 60 per cent higher than a 
vear ago and were at the highest levels for some years 
past. 

Defense orders have been so relatively large that it 
has been necessary for the company to add substantially 
to its production facilities. In addition to new ma- 
chinery, these facilities include a new building which is 
just about entering into operation 

The company’s fiscal vear ends on March 31, and up 
until now results for the fiscal period just ended have 
not been announced. From the three quarters’ report 
for the period ended on December 31, 1940, it would 
appear as if the company had not as vet begun to reflect 
the sharp increase in earnings which should accrue from 
the increase in business. 

At that time, net income was equal to approximately 
$59,608 as compared with $62,611 for the similar period 
of the previous year. The earnings per share were $0.10 
and $0.11 respectively for the nine months. It is prob 
able, however, that the last fiscal quarter was somewhat 
more productive of profits with the result that the 12 
months’ earnings will be modestly higher than the $0.40 a 
share for the 1940 fiscal vear. (Please turn to page 110) 
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Ewing-Galloway 


; the domestic movie industry is likely to experi- 
ence record-breaking attendance levels this year seems 
certain, in view of high and mounting employment and 
wages, current good picture quality and the fast-grow- 
ing numbers of Service men, for whom movies are con- 
sidered one of the leading forms of entertainment. Mar- 
ring this bright prospect, however, are at least two dark 
clouds—foreign business difficulties and the coming 
heavy advance in taxes. 

Foreign troubles are not simply a matter of reduced 
income from abroad; they also involve serious exchange 
difficulties. For example, out of the approximate $50,- 
000,000 grossed in England last year, the British Govern- 
ment allowed only $17,500,000 to be withdrawn, though 
$35,000,000 was available in cash. This year’s agree- 
ment will permit transfer of a maximum of $12,900,000, 
of which 75 per cent will be exportable during the first six 
months of the fiscal year to end November 30, 1941. 

The exchange problem varies, of course, as to indi- 
vidual companies; the degree of importance of foreign 
business to each of the leaders is shown in the tabulation 
on page 89. Some companies, such as Paramount and 
Warner Brothers, are “fortunate” enough to have debts 
in England against which blocked cash may be applied, 
while some are charging off half or more of this unavail- 
able cash income. In any event, assuming the British mili- 
tary situation grows no worse, domestic movie companies 
probably will be able to draw out no more than approx- 
imately 25 per cent of their English income this year. 





The Movies 
Under Our New 


War Economy 


BY PETER B. B. ANDREWS 


Aside from declining British revenues, income 
from some foreign sources is rising, though not 
enough by any means to offset the English de- 
crease. Most domestic producers are aiming 
several pictures at the Latin-American markets. 
Canadian markets are expanding, too; in fact, 
with the tempo of work and production greatly 
accelerated by the war, motion pictures there 
have become a greater recreational factor than 
ever. Despite the strict censorship of that na- 
tion at war, the trend has been toward reduced 
cuts and rejections of American pictures. 

Taxes this year will be far heavier than in 
1940—larger, in fact, than at any previous time 
in the history of the industry. Not only will 
straight Federal corporate income taxes be larger—prob- 
ably up to a 30 per cent rate from the present 24 per 
cent rate—but excess profits taxes will be advanced 
sharply, in line with current proposals, with the conse- 
quence of materially lowered profit margins. In another 
way, too, the industry is likely to suffer from heavier 
taxes. This is in the likelihood that admission taxes will 
be increased and broadened to cover lower-price 
brackets. The specific tax effect on each company is 
discussed in succeeding paragraphs. 

Besides the foregoing considerations and other profit- 
shrinking developments, such as rising labor and ma- 
terials costs, the 1940 anti-trust consent decree represents 
something of a drawback in that it is likely to freeze a 
substantial amount of cash. The decree does much to 
eliminate the controversies that have been so widely 
advertised as “blind selling” and “blind buying” and 
limits wholesale selling to blocks of five pictures only. 
This means that producers will be constrained to carry 
larger inventories themselves, tying up relatively greater 
amounts of cash than formerly was the case. 

Potential lawsuits have prevailed broadly in the indus- 
try for many years. Nevertheless, the industry’s form 
of arbitration in force for six years affected approxi- 
mately 10,500,000 separate exhibitions of pictures which 
were contracted for annually by the nation’s exhibitors. 
Whereas more than 4,000 lawsuits were pending in the 
industry in 1922, in the six years that the original arbi- 
tration procedure was operated 51,255 claims that were 
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filed were settled or withdrawn before the date of arbi- 
tration; 36,777 awards were rendered; only eight lawsuits 
occurred and claims totaling more than $27,000,000 were 
peaceably and effectively settled. New arbitration ma- 
chinery, now decreed, will cost the industry about $500,- 
000 a year. 

In spite of the several factors adverse to expansion of 
net income, we believe the industry faces so great an ad- 
vance of domestic business that in the aggregate net 


| income for 1941 will exceed that of 1940, even though the 


rise may be relatively small. Operations under war 
economy will bring broadly varying earnings results, as 


| indicated in following paragraphs. 


Warner Brothers is one of the movie corporations 
which have been able to take a substantial amount of 


| foreign income into consolidated net income through the 


procedure of balancing off foreign debts with foreign in- 


' come. Ability to do this may be the partial answer for 


the sharp improvement in the company’s earnings, as 
shown in the report for the first quarter of the present 
fiscal year (the 13 weeks ended November 30, 1940), in 
which net income equaled $1,276,316, or 31 cents a com- 
mon share. For the full fiscal year ended August 31, 


* 1940, the company reported net income of $2,747,430, 


equal to 63 cents a share. 

As attendance has been going lately, and with pros- 
pects for the full fiscal year bright, it would be reason- 
able to expect earnings not far from $1 a share, even 
after considerably stiffer taxes than in the preceding 
fiscal year. From the excess profits tax standpoint the 
company appears well situated because of its large in- 
vested capital. On the basis of the 1940 law, its maxi- 
mum exemption from the excess profits tax ran as high 
as $1.90 a common share. This year’s tax will be greater, 
of course, but the company’s large capitalization is 
likely to result in limiting the tax to a relatively small 
figure. 

Dividends on the common stock are not imminent, the 
principal reason for this being the large dividend accu- 
mulations of over $33 a share on the preferred stock, of 
which there are 99,600 shares outstanding. Nevertheless, 
the company this year resumed payments on the pre- 
ferred (first since 1932) with a dividend of 9614 cents 
per share. Financial condition scarcely would permit 
substantial further dividends. Current assets as of 
August 31, 1940, totaled $25,935,975, including cash of 
$7,709,982, compared with total 


a somewhat lesser portion of total income. An indirect 
interest also is held in Gaumont-British Pictures Corp., 
Ltd., which produces pictures and operates a chain of 
theaters in Britain. 

Last year’s deficit per share of common stock totaled 
$1.09, compared with net income per share of $1.58 in 
1939. The loss, totaling $517,336, came after a reserve 
of $2,800,000 for foreign assets. Had this reserve not 
been provided, the company would have shown net profit 
of $2,032,664, after Federal income taxes. This would 
have been equivalent, after preferred dividend require 
ments, to $0.37 net profit per common share, instead of 
the above-mentioned deficit actually reported. 


Improved Earnings Ahead 


Results this year are likely to be considerably better, 
in consequence of rising theater attendance and better 
control of costs. In fact, it is believed a small profit will 
be reported for the first half, which would compare with 
a deficit equal to 33 cents a common share in the first 
half of 1940. Excess profits tax base is favorable, ex- 
emption having been almost $3 a share last year. The 
improvement, however, may not be sufficient to warrant 
an early resumption of dividends, though sustained bet- 
terment would justify such action, in that financial 
condition is strong. As of December 28, 1940, current 
assets amounted to $31,536,696, including cash of $11,- 
908,691 (domestic and foreign), compared with current 
liabilities of $4,215,852. 

The question of further reserves against foreign assets 
is important in connection with future earnings. To view 
the practical aspects of the relationship of this reserve 
to the consolidated balance sheet, at the end of 1939 
there were net foreign assets of $7,088,197, against which 
there was a reserve of $450,000 (created prior to 1939), 
leaving a net balance of $6,638,197. During the past 
year, the net assets in foreign countries increased from 
$7,088,197, to $10,338,707, due to the fact that a portion 
of earnings could not be withdrawn from England and 
other foreign countries. Of the total increase of $3,250,- 
510, about $450,000 consisted of assets which were in 
process of conversion into U. S. dollars, and the balance 
of $2,800,000 is the dollar equivalent of restricted foreign 
current assets, most of which is cash. Therefore, in line 
with the company’s policy, the (Please turn to page 105) 





current liabilities of $15,382,764. 
Funded debt has been cut down 
steadily in recent years at the 
rate of about $2,000,000 annually, 


Motion Picture Companies 





‘ . : 5 ny Estimated ——_—-_. Earned Earned Paid Paid 
but at more than $61,000,000, it still Sin. % ben, % <a we “0 oa oa 
1S large. From From English Foreign C on C Cc Cc 

J he Hl 1 Ibi. Share Share 
7e » ‘e Fox in 1940 Produc- Exhibi- Income Income Share, Share, . 7 
} th ntieth Contony Fox t tion tion to Total to Total 1940 1939 1940 1939 
ne ane eee oe wen ones COF- Columbia Pictures...... 100 <i 17 20 «= ¢$0.83 © 1$0.56 . 214% in sth. 
aes history, venmecting the mmpact Loew's, Inc........ 65 35 8 16 t4.82 {5.37 $3.00 $2.50 
of foreign difficulties on income and . a a " i son iiss: Sai re 
ramount.......... . . . . . 
to a lesser extent the rather small me Pn be baie 
i : 7 —————— Reerganized———_ 
proportion of notable successes Radle-Kelth-Orpheum * - : ein 
. * ' 1.5 d 
among the company’s releases. The "entleth Century-Fox... 100 2 2 41.09 
Warner Bros.......... 50 50 8 15 {0.63 {0.36 


company’s interests abroad are un- 
usually extensive, with foreign oper- 


i ‘ Pacific Coast. 
ations normally accounting for ‘*“'*~°* 


about 80 per cent of film rentals, but 


* Has 42% interest in National 
| Fiseal year ended June 30. 


Theatres Corp., which owns and operates over 500 units, mostly on 
t Fiscal year ended Aug. 31. d Deficit. 
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A Billion Miles Without a Fatality 


American Airlines has just been 
awarded the highest honors within 
the power of the National Safety 
Council for its flying record of near- 
ly one billion passenger miles with- 
out a single fatality to either pas- 
sengers or crew. The record covers 
a period of five years of flight as 
compiled from the statistics of the 
Civil Aeronautics Authority. East- 
ern Air Lines was second with a 
record of approximately half of the 
miles covered by American Air- 
lines; its continuous record having 
unfortunately been spoiled by the 
recent Atlanta accident. The avia- 


tion transportation industry set a 
new record in 1939-1940 with 17 





American Airlines 








For Profit and Income 








months of continuous passenger 
flights without a single fatality. Dur- 
the period, 1,350,000,000 passenger 
miles were flown. 


Southern Railway Liquidates 
R F C Debt 


Southern Railway has arranged 
lo repay its $11,000,000 debt to the 
Reconstruction Finance Corp. The 
repayment clears the road of its 
R F C loans. The repayment will 
be accomplished by the use of 
$1,000,000 of treasury cash and a 
bank loan for $10,000,000, which 
has been obtained at a much lower 
than government agency interest 
rate. At their peak, Southern Rail- 
way’s R F C advances totalled $31,- 


By limousine from this luxurious New York City terminal to LaGuardia Airfield is 
only one of the many services available to airplane passengers. 


90 


405,000 and were contracted in large 
part to meet maturities of older 
bonded debts. The new loans will 
run for 3 years. 


Food Hoarding? 


According to the American Insti- 
tute of Food Distribution, wholesale 
food sales are at the highest levels 
since the war scare of 1939. And 
dollar sales of retail grocery outlets 
are running at about 12 per c nt 
above those of a year ago. Slowly 
rising retail prices are said to be a 
factor in increasing sales and there 
is some evidence of storing of certain 
foods—principally sugar—lty house- 
wives. Foods are being purchased 
in larger quantities and with in- 
creasing emphasis upon better qual- 
ity by many retailers. But retailers 
and institutions are also said to be 
stocking ahead in anticipation of 
higher prices and relative scarcities; 
especially in canned goods. While 
not a few retailers have stretched 
their credit with the wholesalers to 
the utmost in order to increase 
stocks on hand, others have re- 
frained from making heavy new 
purchases while still working off 
stocks acquired during March. All 
areas, excepting those which are 
strike bound, are feeling an_ in- 
creased demand. 


Going Down 


The City of Detroit, which was in 
serious financial trouble during the 
depression, has been constantly re- 
ducing its funded debt since the 
time that the bondholders agreed to 
a refunding plan. Since June, 1932, 
Detroit has reduced its debt by 


THE MAGAZINE OF WALL STREET 








approx 
Decem 
the ex 
to Jur 
decline 
405,88 
there 1 
each 0 
mx  ¢ 
charge 
tion it 
dustriz 
increas 
examp 
ties W] 


Utiliti 


Foll 
nectic 
Unites 
therar 
tegrat 
group 
the sé 
Light 
per ce 
ral G: 
plan 
Powe 
public 
comp: 
tem. 
the hi 
Nortl 
At th 
ern } 
sold | 
other 
share 
be so 


Gree 
Ame 


Th 
been 
most 
ports 
elimi 
many 
ican 
try 1 
of | 
coun 
brea 
falley 
To © 
the 
Cor] 
the 
have 
has 
on | 


MAY 











ler 
vill 


ti- 
ale 
els 
nd 
ats 
nt 


re 
in 
se- 


in- 


al- 


be 
of 
eS} 
ile 


ed 


se 
re- 
Ww 
off 
All 


re 


to 








approximately $40,500,000 and from 
December 31, 1934—the time when 
the exchange of bonds was made— 
to June of last year the total debt 
declined nearly $29,000,000 to $359,- 
405,886. With only one exception, 
there was a reduction of the debt in 
each of the intervening years. With 
tax collections rising and __ fixed 
charges declining, continued reduc- 
tion in the debt of this leading in- 
dustrial city should continue at an 
increasing pace and set a shining 
example to many other municipali- 
ties whose debt continues to mount. 


Utilities Continue to Sell Holdings 


Following the recent sales of Con- 
necticut Light & Power stock by 
United Gas Improvement in fur- 
therance of the S E C plan for in- 
tegration, another utility holding 
group announces a similar sale for 
the same reason. North American 
Light & Power Co. will sell its 35 
per cent interest in Northern Natu- 
ral Gas Company. The integration 
plan for North American Light & 
Power has not as yet been made 
public but it is known to confine the 
company to a single integrated sys- 
tem. North American Company is 
the holding company which controls 
North American Light & Power Co. 
At the same time, a block of North- 
ern Natural Gas stock will also be 
sold by United Light & Power, an- 
other holding company. When the 
shares have been registered they will 
be sold to the highest bidder. 


Great Britain Is Again Buying 
American Tobacco 


The leaf tobacco industry has 
been hard hit by the war. This is 
mostly because of the fact that ex- 
ports to Great Britain have been 
eliminated by Britain’s need for 
many other things aside from Amer- 
ican tobaccos. Normally, that coun- 
try took about 180,000,000 pounds 
of flue-cured tobacco from this 
country yearly but since the out- 
break of the war, such exports have 
fallen away to practically nothing. 
To tide over the tobacco growers, 
the Federal Commodity Credit 
Corp. has taken up a large part of 
the tobacco which normally would 
have been exported to England and 
has granted the British an option 
on about 340,000,000 pounds from 
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First Quarter Earnings 


Earned Per Share Dividends 

Company 1941 1940 1941 to Date 1940 
FL 7 ES a ee $2.94 $1.17 $1.00 $3.00 
MEI sole. a.sdiv esa Pakeases nates 74 53 .50 1.75 
American Brake Shoe..............0.0008 1.06 .66 -40 2.10 
PT GATE sais i 6c cease wccieot. 2.12 2.09 1.00 6.50 
Artloom Corporation.................... .37 17 +25 
CE ooo ocrcdnik e aekccnieescnowes .38 -16 15 eene 
en 1.28 -78 -50 2.00 
Chesapeake & Ohio Railway.............. 1.06 91 1.50 3.25 
Columbia Broadcasting................... .87 -75 .45 2.00 
Commonwealth & Southern............... .08 .06 nee wade 
Sa -80 -48 -20 -80 
Corn Products Refining................... -81 -76 -75 3.00 
Growit Cotle Be Saaks ccc ccc escecccccce Py yj 54 eed -50 
po SO See eee 5.90 1.74 pore ears 
Electle Auto Lite. ..... ce cc cccccce : 1.69 1.36 -75 3.00 
III 55, oo ¢ 3.4 cw Senanaccuees .03 .07 15 -60 
po Lo! ee ae eres .65 23 aga aaa 
IN eco s 5.5.5 0 cule tne rs aie -82 -82 .50 2.06 
General Theatres Equipment.............. .44 36 -25 85 
Harbison Walker............... = es .60 -25 -371%2 1.25 
RNIN ois viens ch ccs. cenasscckie -93 1.22 .60 2.85 
NII oro is nod o So wee nadie ode c -38 def. es 
EEE en: Pasta orto dos ciate Os 1.73 -76 -75 2.75 
Jones & Laughlin Steel.................. 5.43 -18 oars 
es re eee - 1.70 1.97 2.00 
NOE RENNES cocci ccuneiicaves «BF -38 -80 1.20 
National Cash Register............... ; -30 -29 .50 1.00 
National Gypsum................ re .22 02 .40 
New York Air Brake......... we ri 1.85 2.09 1.00 3.00 
ee ee 5.74 5.31 2.50 15.00 
Gils Rlneniae Ges «-..60is eccdecss savas -32 51 -20 1.00 
Procter & Gamble............ ; ae 1.09 1.18 50 2.75 
Reynolds Metis. ....6..06ccccviacs: ae -86 52 as .30 
Shell Union Oil.............. ae a .28 37 aie 75 
ne PROTEC -61 1.18 1.00 2.00 
Tide Water Associated Oil............... 36 50 15 70 
Westinghouse Air Brake................. .66 58 25 1.75 
Westvaco Chiorine................. re 86 85 3S 1.85 
William Wrigley, Jr. Company............ 1.21 1.25 1.00 4.00 
Youngstown Sheet & Tube...... ake vy 2.61 63 .50 1.25 





the 1939 and 1940 flue-cured crops. 
Now the British have made arrange- 
ments under the lease-lend bill to 
take as much of this tobacco as pos- 
sible during the coming summer sea- 
son. The arrangement to finance 
the purchases has solved the prob- 
lem of the options which expire 
June 30 but a more difficult problem 
still remains and that is one of 
shipping. With only about a year’s 
supply of this particularly popular 
type of tobacco on hand in England, 
every effort will be made to expedite 
shipments and it is not likely that 
restrictions against future purchases 
will be quite so adamant. 


New Ships for the African Trade 


The American South African Line 
will launch next June, the first of a 
series of 3 new ships having an 
aggregate capacity of 50,000 tons 
and costing $12,000,000 for service 
to South and East Africa. The new 
ships will make the run to Cape- 
town from New York in 16% days 


or almost a week less than present 
schedules. While the ships will fur- 
nish fast passenger, freight and re- 
frigerator service outbound, of more 
importance to our defense efforts is 
the fact that it brings important 
sources of manganese and chrome 
ores almost 7 days closer to the 
United States and also their in- 
creased speed makes their defense 
from submarine attack more ef- 
fective. The Maritime Commission, 
in whose behalf the boats are being 
constructed, has ordered 900,000 
tons of manganese and chrome ores 
for shipment during the current year 
in these and similar types of vessels. 


General Motors Machine Guns 
Months Ahead of Schedule 


Proving the often repeated con- 
tention that the automobile manu- 
facturers are ideally fitted to manu- 
facture munitions, General Motors 
has taken off the production line the 
first units of its $61,000,000 orders 

(Please turn to page 111) 











Prepare NOW To Profit From 
NEW BASIC TURNING POINT 


With the market bumping the peak of its intermediate advance, from March 18 to April |, we 
steadily advised our subscribers to close out virtually all of our recommended securities . . . with 
30!/g points profit as against 10!/, points loss. On our advices, therefore, they were 83% liquid 
during the recent 8-point decline ready to take advantage of depressed prices for selected securities. 



































HIS chart shows that the market is now 290 COMPOSITE STOCK INDEX 
in a sub-normal price area. Note how ‘-. A 
seldom this has occurred . . . twice this 
year, once in 1940, once in 1938... and 70 
then, how quickly the market has re- 
bounded into the normal price area of 65 ‘ 
recent years. Z 
: . é 60 
Again an advantageous accumulative period 
for building capital is at hand .. . probably 55 
the major one of 1941 .. . for the astute 
investor. Cushioning the market and sok 
stimulating business this year and over the 
longer term is our Forty Billion Dollar 45 
Defense Program of which only $3.2 billion 
has been spent in 9 months to March 31, 40 A 
1941. Shortly to top $1 billion monthly, 1938 ress 1940 1941 























these expenditures will accelerate to boom 


salisanedl tudiantains. B to C_NORMAL PRICE RANGE 


A to B—Sub-Normal Price Range C to D—Above Normal Price Range 


Coming Markets Will Provide Rare Opportunities In Special Situations and Active Securities Such As: 


—Common stocks with low ratio of wages to gross business, Common stocks ... beneficiaries of preferential treatment in 
strong excess profits tax exemption and relative freedom from plants, equipment, materials and labor . . . recipients of huge 
price controls. armament contracts. 

—Common stocks yielding from 6% to 9% where dividends are Preferred stocks with arrearages; also secondary bonds be- 
backed by high net earnings and new business .. . situated to cause interest is paid before taxes. Many of these issues, now 
provide hedges against inflation. medium-priced, may near par. 


These are issues of the type which our skilled analysts seek to uncover for our subscribers. They 
are advised not only what to buy but when to buy and when to sell, with all commitments kept 
under our continuous supervision. 


Enroll with The Forecast NOW to participate in our current advices and new recommendations. 





THE INVESTMENT AND BUSINESS FORECAST FREE 
of The Magazine of Wall Street i 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. Service 
I enclose [) $75 to cover a six months’ test subscription [] $125 te cover a full year of The Investment 
and Business Forecast with service starting at once but dating from dune 15, 1941. I understand to 
that in addition to the telegrams I select, I will receive the complete service by mail. [) Check here if 
FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. June 15th 
Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our 
Private Code after our Code Book has had time te reach you.) e 
TaINTOR? . i c : J Matt : ; 
UNUSUAL Low-priced Common Stocks for Market Appreciation One or two wires a Wa seen only ian 
( TUNITIES month, on average. Maximum of five stock carried at a time. $1,000 capital ; 4 
JPPORTUNITIES usually sufficient to buy 10 shares of all advices on outright basis. advisory capacity, han- 
dle no funds or securi- 
TRADING Aetive Common Stocks for Short Term Profit. One or two wires a month, shes and have ne Suen 


on average. Maximum of five stocks carried at a time. $2,000 capital 


ICES ial i in é 
ADVICES usually sufficient to buy 10 shares of all advices on outright basis. cial interest in any 
si issue or brokerage 
BARGAIN Dividend-paying Common Stocks for Profit and Income. One or two wires 
‘ ? house. Our sole ob- 
INDICATOR a month, on average. Maximum of five stocks carried at a time. $2,000 : ? 
7 capital usually sufficient to buy 10 shares of all advices on outright basis. jective 1s the growth 
NAME Leteeeeeeeeeess es CAPITAL OR EQUITY AVAILABLE of your capital and 
income through coun- 
ADDEESS , PST Ee Te Oe eT Pe ey ee re ee ee eae a pti” wg eak pial ate See 
sel to minimize losses 
SE bed add aa red pppe a pers bdr > PDP DPS OSE ODE IER 5 ina a pe wig! a phd ope ie bikie wh eo Pe May 3 


and secure profits. 
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Strikes have been mainly responsible for a 
further decline of about two points in per capita 
Business Activity since our last issue; but 
most of the serious labor stoppages will soon 
be over and permit resumption of expansion in 
general business activity under the spur of ris- 
ing defense production. Once resumed, the 
improvement in business will be unusually swift, 
coming at a season which normally witnesses 
sharp declines in automobile and steel produc- 
tion. In view of conspicuous weakness in war 
stocks during the market reaction, it is well to 
recall that production of defense goods in the 
U. S. is bound to be speeded up not slowed 
down—by adverse war developments. Next 
year's contemplated defense outlay would lift 
last year's total Industrial Production of 
$22 billions (mining, electric power, manufac- 
turing and building) by at least 75°. 

- = = 


Average hourly Wage Rates in manufactur- 
ing rose 24°/, between September, 1936, and 
January of the current year. With coal and 
steel setting the example, a further increase of 
around 16%, is likely to become general. The 
effect upon earnings will not be serious for 
industries in a position to raise prices or where 
labor is a relatively small item in Production 
Costs; but it is perhaps not sufficiently appre- 
ciated that, even where labor costs are high 
(Continued on following page) 


MAY 3, 1941 







CONCLUSIONS 


INDUSTRY—Sharp business rise to 
follow strike settlements. 






TRADE—Next few weeks will witness 
usual post-Easter slump in retail sales. 





COMMODITIES — Uptrend halted 


but prices hold in narrow range. 






MONEY AND CREDIT — Excess re- 
serves decline to lowest level in over 
a year. Investment portfolios con- 


tinue to expand. 
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oe —— oe ae PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (a)| Mar. 143(pl) 141 113 
i (Continued from page 93) 
INDEX OF PRODUCTION AND) and prices cannot be advanced readily, a large 
NR icccceak cues eese es Mar. 104 104 88 portion of wage increases will come out of taxes, 
po ee ee ee peter Mar. 105 104 88 Concerns producing defense goods on a cost-plus- 
Dubie Goods. ..........545. Mar. 106 107 76 a-fixed-fee basis, or under contracts containing an 
Non-durable SODUS. cc sce ean Mar. 104 102 94 escalator clause, will find their profits largely 
Primary DDIPTBOUTION « 6.6.4.0.6,0:5:0:0 6-2 Mar. 97 97 82 immune to wage advances. But taxes can not be 
Distribution to Consumers....... Mar. 105 108 93 dismissed so lightly. Since rates are to be raised 
Miscellaneous Services......... Mar. 98 99 90 this year by 3314% to 50%, to produce addi- 
= tional revenues of around $3.5 billions, it will be 
WHOLESALE PRICES (h)...... Mar. 81.3 80.6 78.4 well to scan current earnings reports to see if ade- 
E quate deductions are being made for the new tax 
INVENTORIES (n. i. ¢. b.) boost. Some companies will feel the higher taxes 
OI ss ese pberenenss «0% Mar. 131.5 131.6 115.3 more than others; but aggregate earnings after taxes 
New Orders.............-++. Mar. 237 231 107 this year will be better than last year. 
2 EEN ee er Mar. 165 170 108 Se oa 
COST OF LIVING (d) 
WG bie oe gt ell gg" 86.3 86.1 85.5 Prodded by material shortages and rising taxes 
ISO eeeren | Mar 719.2 78.8 78.8 and wages, price levels are creeping up gradu- | 
SPONSE Sci SSCER Miwa Rete | Mar. 87.7 87.7 86.6 ally; but are still far below the 1937 top. Com- 
CR ST Ae eee een nr gare” | Mar. 73.2 73.1 730 pared with a year ago, this publication’s index of 
El, LT | ee | Mar. 86.4 86.4 85.8 14 basic raw material spot prices is up 8%; whole- | 
PMMMIES a is oasis a caleid acai ae 8 | Mar. 98.3 98.2 96.9 sale prices, 6%; retail prices, 2%; and the cost of 
Purchasing value of dollar....... | Mar. 115.9 116.1 117.0 living, 1.8%, are: 
NATIONAL INCOME (cm)? Feb. $6,145 $6,525 $5,604 ici : silat fered 
— ough trade comparisons with last year suffere 
CASH FARM INCOME; in March from the late Easter this year, rural sales 
| Farm Marketing Ee neaeeenyes Feb. $547 $667 $537 showed a rise of 9%; while chain store sales 
| Including Gov't Payments....... Feb. 629 754 643 gained 10%, with variety store sales up 4% 
Total, First 2 Months...........| Feb. ll i ie 1,378 and mail order houses reporting a jump of 19%. 
Prices Received by Farmers (ee)..| Mar. 103 103 oT Despite the recent assertion by the Attorney 
Prices Paid by Farmers (ee) Mar. 123 123 123 General to the effect that the chains are a benefit 
Ratio: Prices Received to Prices ta the community, Utah has just imposed prohibi- 
hoc eae Ee | Mar. 84 84 19 tive taxes, thereby swelling to twenty the number 
FACTORY EMPLOYMENT (f) I aia | Of states now trying — the growth of chain 
Durable Goods............... Feb. 120.8 118.3 22 | So wg a ded oe 
Non-durable goods............ Feb. 114.7 119.7 110.5 “ es in the week ende pril 12—owing in 
ee SS bY a: ee eS iis" | large measure to the late Easter this year—were 
FACTORY PAYROLLS (f)......! Feb 126.4 120.7 99.3 40% above last year, compared with a four-weeks’ 
FON a ae Rae eaten —— Se eee aa eee ae ae ener ee ee ——| increase of 21% and a cumulative gain of 13% 
RETAIL TRADE | for the year to date. Post-Easter sales during the 
Department Store Sales (f)....... Mar. 103 103 89 | coming few weeks will suffer compensating de- 
Chain Store Sales (g) Mar. 126 130 115 | clines in comparison with last year when sales 
Variety Store Sales (g) Mar. 132 136 119 | were recovering from the usual post-Easter slump. 
Rural Retail Sales (j)........... Mar. 148.9 150.8 136.6 | 
Retail Prices (s) as of......... Mar. 1 98.4 97.9 95.6 | Pi 8a 
Steet ches Peed = ae 
FOREIGN TRADE | If the present rate of improvement in railroad 
Merchandise Exports}.......... Feb. $303 $325 $347 | earings continues throughout the year, net in- | 
Cumulative year's totalt to..... | Feb. 28 C,) ree 715 | come for 1941, after allowance for heavier taxes 
Merchandise Imports. Feb. 234 229 200 | and larger payrolls to result from a compromise of 
Cumulative year's total{ to...... Feb. 28 Ser hak, 2 442 | pending wage negotiations, should be more than 
RAILROAD EARNINGS e aa = | twice the $191,000,000 reported for 1940. 
| Total Operating Revenues*.... Feb. $3586413 2.235% $313,595 | oeO oe 
Total Operating Expenditures®..| Feb. 1), | 240,580 | 
Taxes * Cente Feb 84396 geass 29,119 | Construction contracts awarded during the first 
Net Rwy. Operating Income* Feb. 58479 six... 32,857 | quarter in 37 states East of the Rockies totaled 
Operating Ratio %........... Feb. "34 16.172. | %$1,055,000,000, an increase of 57% over the like 
Rate of Return %. Feb. 4014 2g, . ex 9.96 | period last year; with residential building amount- 
SEE — —| ing to $376,000,000—up 37%-—and non- 
BUILDING Contract Awards (k).| Mar. $480 $270 $272 | residential rising 72%. Owing to material short- 
F.H. A. Mortgages | ages, it is possible that commercial and other 
Selected for Appraisal t Mar. 138 99 114 | building not required for defense may have to be 
Accepted for Insurance} Mar. 76 52 64 | curtailed in the not distant future. 
Premium Paying? Mar. 62 61 46 | 
| Building Permits (c) | ee 
| 214 Citiest Mar. $121 $80 $89 | 
New York City? ae 17 14 29 | Material shortages are also responsible for the 
Total, U. S.+ eet 138 94 111. | recent decision of leading automobile producers 
r ~~ ; — eae —} to cut assemblies for the 1942 model year by at 
| Engineering Contracts (En)?j.. Mar. $452 $424 $180 least 20%; but profits on huge defense orders 
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1924-29—100. 

100. 

(n)—1926—100. 
(r)—-Revised. 


(c)—Dun & Bradstreet. 


(Ry)--Railway Age. 


Ingot Production in tons*®......... Mar. 7,146 6,250 4,236 
Pig Iron Production in tons®...... Mar. 4,104 4,198 3,270 
Shipments, U. S. Steel in tons*....| Mar. 1,720 1,548 932 
AUTOMOBILES 
Production 
Pactony oaless coe c bees ckatees Mar. 525,000 509,233 440,232 
Total tst'3 DAGHINS «6.6350 55%- 1944 1,536909 kus 1,275,960 
Registrations 
Passenger Cars, U.S. (p)........ Feb. 293,249 299,179 219,624 
Tricks, U.S. (p)........00cceee Feb. 48,245 61,712 39,199 
PAPER (Newsprint) 
Production, U.S. & Canada * (tons)..| Mar. 363 325 336 
Shipments, U. S. & Canada* (tons).| Mar. 351 321 322 
Mill Stocks, U.S. & Canada * (tons).| Mar. 205 193 229 
LIQUOR (Whiskey) 
Production, Gals.*.............. Mar. 12,602 12,658 10,588 
Withdrawn, Gals.*.............. Mar. 6,637 5,834 6,461 
SlOGks AGald eR «cs ccc ones aeons Mar. 31 495,735 491 ,301 473,278 
GENERAL 
Paperboard, new orders (st). ...... Feb. 470,671 520,931 367,897 
Machine Tool Operations......... | 5 re 98.0 92.9 
Railway ew Orders (Ry) 
Locomotive. eee ere Mar 119 127 78 
RVCIGNU Cals nic rede bles viene Mar 7,685 5,645 14,118 
PSSEGHGGE CAIS 5. 6cileeecoetrerevers Feb. 45 130 20 
Cigarette Productiont............ Mar. 15,529 14,465 13,021 
Bituminous Coal Production * (tons).| Mar. 48,250 41,695 35,244 
Portland Cement Shipments * (bb'ls)} Mar. 10,056 7,472 7,716 
Commercial Failures winds haere Mar 1,211 1 29 =. AQT 
WEEKLY INDICATORS 
Latest tow “Yen 
= ioe — Date _ Week Week Ago 
M. W. S. INDEX OF BUSINESS) 
ACTIVITY 1923-25--100...... | Apr. 19 106.5 106.8 89.1 
ELECTRIC POWER OUTPUT 
WONe Eth otras nt sarin as Apr. 19 2,702 2,721 2 /A22 
TRANSPORTATION 
Carloadings, total................ Apr. 19 708,651 679,808 557,867 
Cat ee a cee eu cea tls Colon Apr.19 33,512 33,696 34,163 
MSMR iors horn a eerie irae oie Apr.19 33,404 31,592 113,493 
Forest Picduetss sis es cchaciccccds Apr.19 40,894 39,272 32,096 
Manufacturing & Miscellaneous....| Apr.19 344,833 347,354 266,447 
EG HINARI ais ah aren nis eRe Apr. 19 161,009 161,667 148, 150 
STEEL PRICES 
Pig tron $ perton (m).. 000666006. Apr. 22 23.61 23.61 22.61 
Slap 6 DEF (ONC) es 66sec eee Apr. 22 19.17 19.17 16.13 
Finished c per Ib. (m) ica ere woh Apr. 22 2.261 2.261 2. 211 
“STEEL ¢ OPERATIONS 
% of Capacity week ended (m).. Apr. 26 96.0 98.5 62.0 
CAPITAL GOODS ACTIVITY 
(m) week ended Sere Cee Apr. 19 103.7 107.7 74.2 
‘PETROLEUM 
Average Daily Production bbls. * Apr. 19 3,753 3,604 3,550 
Crude Runs to Stills Avge. bbls. * Apr. 19 3,705 3,630 3,566 
Total Gasoline Stocks bbls.*...... Apr.19 97,899 98,654 103,622 
OU Stgeks (OIF, < cic aces cea Apr.19 95,636 95,471 102,603 
Crude—Mid-Cont. $ per bbl....... Apr. 25 1.07 1.07 1.02 
Crude—Pennsylvania $ per bbl.....] Apr. 25 1.88 1.78 2.23 
Gasoline—Refinery $ per gal...... Apr. 25 07 06% ‘06%! 
t—Millions. _*—Thousands. (a)—Index Federal Reserve 1935-39—100. 


1909-14—100. 
100. 
-100. 
(s)—Fairchild Index, Dec., 





| 
| 
i 
| 
| 
} 
| 
| 


| 


(b)—Federal Reserve Bank of N. Y. 100%— 
(d)—Nat. Ind. Conf. Bd. 1923—100. | 
(En}—Engineering News-Record. 


(cm)—Dept. of Commerce estimates of income paid out. 
(ee)—Dept. of Agric., 
(h)—U. S. B. L. S. 1926— 
(n. i. c. b.)—Nat. Ind. Conf. Bd. 1935-39— 


(j}—Adjusted—1929-31—100. 
(p}—Polk estimates. 
1930—100. 


should eventually largely compensate for business 


lost in the motor-car division. Since domestic 
1. tail demand will probably far exceed the total 
maximum output of 4,000,000 new cars thus 
scheduled, there should be an overflow foom in 
used cars at rising prices. 


* * * 


For the four weeks ended April 20, new orders 
booked by the paperboard industry were 42% 
above the like period last year, with production 
up 31% and backlogs 137% larger. With major 
automobile companies foregoing 1943 model 
changes, and with the defense tooling period 
nearly over, it seems not unlikely that the peak 
in machine tool demand may be near at hand. 
Despite the strike, bituminous coal production 
for the year to April 12 was 2,100,000 tons ahead 
of the like period last year. 


* * * 


Cigarette withdrawals in March were 25% 
above the like month of 1940, and are likely to 
continue heavy for several months to anticipate 
the proposed increase in excise taxes to $4 a 
thousand, from the present $3.25. It is proposed 
to increase taxes on cigars, tobacco and snuff by 
100%; and on distilled spirits to $4 a gallon, 
trom the present $3. 


PRESENT POSITION AND OUTLOOK 


Though strikes have held back electric power 
output during the past few weeks, defense needs 
are expected to bring sharp increases in the 
months ahead, and a billion dollar expansion 
program that would ordinarily take five years to 
complete is to be rushed through in the next two 
years, assisted by Government priorities. Owing, 
however, to rising taxes, and the probability that 
wages may have to be advanced later, the industry 
will do well to equal last year’s profits. 

* * * 

Shortage of coal to operate beehive coke ovens 
is causing some slackening in the steel operating 
rate; but capacity operations will be resumed 
following the bituminous coal strike. The larger 
integrated steel companies, which have defense 
contracts with an escalator clause and which have 
large sources of income from other products, will 
not be hurt so much as some of the smaller “‘inde- 
pendents” by the recent 16% advance in steel 
wages. Viewing the industry as a whole, it will be 
found that a major position of the wage advance will 
come out of taxes and only the minor remainder 
out of profits. High cost producers will probably 
be granted special relief eventually. 

* « « 


Bureau of Mines estimates first half-year demand 
for crude petroleum at 4% to 5% above last 
year. February gasoline demand was up 17%. 


(f}—1923-25—100. 

(k}—F. W. Dodge Corp., (m}— 
(pc)—Per cent of capacity. (pl}— 
(st}—Short tons. 
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Trend of Commodities 


Although commodity prices have displayed irregularity 
and have reacted somewhat from mid-April highs, the de- 
cline has been stubborn and of comparatively moderate 
proportions. When the price action of commodities is 
stacked against the market action of securities, it is apparent 
that commodities, at least, are responding to record-break- 
ing business activity engendered by the defense program. 
With the threat of possible shortages, priorities and shipping 
difficulties, commodities have, of course, had the benefit of 


a large and sustained buying wave, something which secur- 
ities have obviously lacked. Price Administrator Leon 
Henderson has reaffirmed his intention to put forth every 
effort to arrest an uncontrolled price inflation and if neces- 
sary will "go to law" for the required authority. It does not 
necessarily follow, however, that mandatory price ceilings 
will be imposed at higher levels. Possibly prices might be 
fixed for some products below recent levels, if it is found 
that they are "excessive." 
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x 
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| | | | 50 119/4|0 
1915 1920 1925 1930 1935 1940 JFMAMJJASONDJFMAMJJASOND 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 
High soe dee ae Apr. 25 High oe ae 18 Apr. 25 
pete Cooma. Hed ted BY Semen nate aE 
cee one 133.1 105.5 133.5 133.1 Raw Industrial............. 135.4 101.3 135.3 135.8 
rc A PRESENT POSITION AND OUTLOOK 
COTTON | Cotton. Pending definite clarification of what 

Price cents per pound, closing | Congress intends to do in the matter of loans, the 
OT ee a aoe .. |Apr. 26 10.14 11.23 10.80 price range of cotton is likely to continue circum- 
ee error .... {Apr. 26 10.15 11.18 10.53 scribed. Most trade interests adhere to the belief 
SOS eee pe ner Apr. 26 11.34 11.43 11.18 | that loans will be made at the rate of 12 cents a 

(In bales 000's) | pound. On the other hand the Secretary of 

Oe ee | Mar. 840 194 627 Treasury very pointedly made an example of the 

ee ee (4: i +7 48 agricultural appropriation bill as one place where 

Total Exports, season Aug. 1 to.... |Apr. 25 726 714 5,528 Congress might well economize on expenditures. 

Government Crop Est. (final). ..... 1940 eo) re 11,817(ac)} Cotton mill activity continues at a high rate with 

Active Spindles (000's).......... Mar. 22,796 22,769 22,553 large shipments against old orders. 

—— ee * * * 
WHEAT Wheat. Crop conditions are excellent and 

Price cents per bu. Chi. closing prospects are rated the best in ten years or more. 
XO rr er ae Apr. 26 91 9014 1083 | The recent decline in prices has reduced redemp- 
Der e ote Gece eLoe ee Apr. 26 8854 88%, 106% | tion of loan wheat to a minimum and with the 

Exports bu. (000's) since July 1to. |Apr.19 114,157 408604 3s... «ss - expiration soon of the loan period it is a foregone 

Exports bu. (000's) wk. end....... Apr. 19 5,553 6,104 3,071 conclusion that the Government will take over the 

Visible Supply bu. (000's) as of... |Apr.19 119,370 120,314 97,198 ~ bulk of the wheat pledged. England continues to 

Gov't Crop Est. bu. (winter) (000’s).. |Dec. 1 2,449,523 _......... 2,619,317(ac)|} be a heavy buyer of Canadian wheat and North 
—__—_—— — ——— _ —— American clearances recently have been the largest 

CORN in many months. 

Price cents per bu. Chi. closing ee 
ee cen) ee earn Apr. 26 68 6711 6435/4 Corn. Prices have taken their cue apparently 
ES ar ey rey a ree Apr. 26 684, 68 651% | from the wheat market and the range has been 

Exports bu. (000's) since July 1 to. |Apr.19 21,778 21,778 25,833 narrow. Government hog program implying 

Visible Supply bu. (000's) as of... [Apr.19 62,050 63,253 35,385 greatly increased feeding has reduced country 

Gov't Crop Est bu. (000's) (final).... 11940 2,449,523 ...... 2,619,317(ac)! offerings. 
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PRESENT POSITION AND OUTLOOK 





















































(c)—Santos No. 4 N. Y. 


Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago 
COPPER | 
Price cents per Ib. 
BIOMOSHC cises oer ay Stee oneal Apr. 26 121 121 A 
ee a See Apr. 26 “nr 11.00 ° 11 oo - 
Refined Prod., Domestic*......... Mar. 95,322 93,654 86 295 
Refined Del., Domestic*.......... Mar. 134,333 112808 64376 
Refined Stocks, Domestic*........ Mar. 89,873 97,689 159,795 
TIN 
Price centsiperlb., IN. Yoce ec <c00 Apr. 26 52%, 52% 47.50 
Tin Plate, price $ per box......... Apr. 26 5.00 5.00 5.00 
World Visible Supplyt as of ...... Mar. 31 39,971 44,107 32,339 
U. S. Deliveriest.............005 Mar. 16,092 12.195 9.944 
U.S. Visible Supplyt as of.......| Mar. 31 5,195 7,489 2.635 
LEAD 
Price cents per tos IN Y.:..<22/0062% Apr. 26 5.85-5.90 5.85-5.90 5.10 
UeSsRroduction®. ...t<ceu.esen- Mar. 61,503 54,231 48,400 
U. SS OMIPMIENIS 8s. ac c.-n sos nace ne Mar. 62,090 54,859 46,353 
Stocks (tons) U. S., as of.......... Mar. 31 45,996 46,604 74,692 
ZINC 
Price cents per lb., St. Louis....... Apr. 26 7.25 7.25 5.75 
US Producto”... vio.c0cc4 vee Mar. 63,366 56,334 57,620 | 
US: Shipments’. «665.0. .cab ekes Mar. 63,483 59,220 51,095 | 
SOGIS U1, BGO vei acd vinta. Neto Mar. 31 6,969 7,086 73,611 
SILK 
Price $ per Ib. Japan xx crack..... Apr. 26 9.811 2.83 9.66 | 
Mill'Dels. U.S: (Gales) .:....< 506 Mar. 25,828 ” 28,111 21,685 
Visible Stocks N. Y. (bales) as of ..| Mar. 49,904 54,106 45,887 
RAYON (Yarn) 
HriGe Cents DEF NOs ils vi wccte sieeve ae Apr. 26 53 53 53 
Gonsuimoion (a): «.c6< «aes cee ee Nase >| eo. 35.2 29.5 
SOCKS! ASTON CA) nae isis os oveis cisizieloe's iC oe 9.7 10.1 | 
WOOL 
Price Cents PertOr..s.d01 se <0 10'ooe Apr. 26 1.08 1.08 .88 | 
Consumption, period ending (a)....| Feb. 36,232 40,115 21,304 | 
HIDES 
Price cents per Ib. No. 1 Packer...} Apr. 26 1434 1434 133%, 
Visible Stocks (000’s) as of....... ya 13,850 12.845 
No. of Mos. Supply as of........} Mar. 1. ...... 6.9 6.9 | 
Boot and Shoe Production, Prs.*...| Apr. 38,000(pl) 42,00 34,225 | 
——— = — | 
RUBBER 
Rrice cons Oer lU:....<c.cocc eens: Apr. 26 23.00 23.00 19.50 | 
RIN ORS BS cee: eSiassccnateracoicre’ Mar. 87,123 73,973 59,277 
Consumption, U..9.[)- «2s. + Mar. 66,821 61,016 50,192 | 
ee A ee Mar. 373,587 353,733 142,414 | 
Tire Production (000's)........... Mar. 5,687 5,165 5,007 
Tire Shipments( 000's)............ Mar. 5,529 4,910 4,346 
Tire Inventory (000's) as of ....... Mar. 10,168 10,072 10,747 
COCOA 
WiCCICENIS Der IO. osecc s coneces Apr. 26 7.43 7.46 5.99 
Arrivals (bags 000's)............. Mar. 563 491 208 
Warehouse Stocks (bags 000's)....} Apr. 26 1,347 1,348 1,064 
COFFEE 
Price cents per Ib. (c)............ Apr. 26 9% 91% 1% 
Imports, season to (bags 000's).....| Mar. 31 12,673 10,782 10,620 
U.S. Visible Supply (bags 000s). Apr. 1 2,895 2,510 1,507 
SUGAR 
Price cents per Ib. 
DR irs cl bh elo nt sacvnsl ig @ 3.35 3.37 2.84 
Refined (Immediate Shipment)...} Apr. 26 5.10 5.10 4.50 
U. S. Deliveries (000's)*.......... Mar. 1,030 597 460 
U. S. Stocks (000's)* as of (rr)... .| Mar. 4719 599 1,015 
t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. 
refined. *—Thousands. NA—Not available. 








Copper. In terms of copper content of fabri- 
cated products delivered to consumers, con- 
sumption of copper in March totaled 137,535 
tons, a new high record. Consumption exceeded 
deliveries by 3,202 tons and at the end of the 
month manufacturers’ stocks, including copper 
purchased for future delivery, were ‘‘short’’ 231,- 
962 tons of the record volume of unfilled orders. 


* * * 


Tin. With can makers striving to save 15% 
of tin consumption, demand for tin for wrapping 
foil has increased more than 400% in order to 
replace aluminum. No immediate shortage, 
however, is feared. 


x * ~ 


Lead. Trade interests believe that consump- 
tion is now close to 70,000 tons monthly, while 
purchases are running at the rate of 72,000 to 
75,000 tons. Prices remain literally frozen. 


* * * 


Zine. Zinc may be placed under a general 
priorities system and some definite announcement 
is expected in the near future. A study of pro- 
duction and supply is being made by the minerals 
and metals group of the priorities division of OPM. 


* * * 


Silk. Supplies of ‘“‘free’’ silk are reported 
ample to meet world demands for the remainder 
of the current crop year to June 30. All domestic 
stocks are equivalent to about two months’ con- 


sumption. 
* * . 


Wool. Any possibility of shortages as a result of 
heavy consumption is eliminated by the existence 
of large supplies in both Australia and South 


America. Bookings continue heavy. 
~ . . 
Hides. Prices are being scrutinized by price 


administration officials. Supplies are rated equal 
to six months’ needs. Shoe prices were advanced 
for the second time this year by a leading manu- 
facturer and retailer. 


* + * 


Rubber. Domestic tire shipments in March 
were 12.6% ahead of February and 27.2% 
higher than for March a year ago. Replacements 
recorded the biggest gain, up 25.5% from Febru- 
ary, and a similar gain over March a year ago. 


* + * 


Cocoa. Stocks continue to be accumulated, 
impelled by fears of a shortage of cargo space. 
As a consequence it appears certain that imports 
this year will again set a record. 


- * * 


Sugar. In some quarters it is believed that the 
suggested excise tax of 1 cent a pound on sugar 
might result in a renewed buying wave. In other 
quarters it was thought that consumption might be 
curtailed. Raw prices have displayed firmness 
but refiners continue to stay on the sidelines. 


Preliminary. (rr)—Raw and 


(p) 
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Money and Banking 




















Latest Previous Year 
Date Week Week Ago COMMENT 
INTEREST RATES 
Time Money (60-90 days)........ Apr. 26 114% 114% 1%4% Excess reserves, following a decline of $500- 
Prime Commercial Paper.......... Apr. 26 e-3%4% YT %e-%4%o 000,000 in the most recent week, are now down 
Call Money........-...eeeeeeee Apr. 26 1% 1% 1% to the lowest level since March, 1940. The latest 
Re-discount Rate, N. Y........... Apr. 26 1% 1% 1% drop was chiefly the result of payment into the 
CREDIT (millions of $) government's deposit account of $644,292,000 
Bank Clearings (outside N. Y.)..... Apr.19 = 3,547 2,823 2,760 in subscriptions to Reconstruction Finance Corp., 
Cumulative year's total to......... Mar31 A480F -.sasss 12,180 notes. an ee 
Bank Clearings, N. ¥............. Apr. 19 3,717 2,765 3,290 
Cumulative year's total to......... Paar ot “WS OST akties 12,889 An increase of $61,000,000 in gold stocks in 
F. R. Member Banks the latest week led to the presumption that the 
Loans and Investments.......... Apr.16 27,163 27,138 23,589 Treasury has been purchasing South African gold 
Commercial, Agr., Ind. Loans...| Apr. 16 5,530 5,494 4,430 previously acquired by the stabilization fund. 
BIDRENG AIORIB 5 coc oi.o6.< os 0.- Apr. 16 485 497 619 Total gold stocks are at a new high, amounting to 
Invest. in U. S. Gov'ts coc eccces Apr. 16 10,739 10,726 9,002 nearly $292 500,000,000 z 
Invest. in Gov't Gtd. Securities...) Apr. 16 9,755 2,751 2,406 i a i 
Other Securities............... Apr. 16 3,798 3,815 3,528 = Gt at 
Demand Deposits.......,...... Apri6 “23577 23,430 19,655 In the most recent week New York City Mem- 
DNB MPOTIORNS oa 6 5 5 66:50:55 92-5 Apr. 16 5,450 5,457 3,512 ber Banks reported a decline of $7,000,000 in 
New York City Member Banks loans to commerce, industry and agriculture. 
Total Loans and Invest.......... Apr. 23 11,456 11,155 9,159 Were it not for the needs resulting from the defense 
Comm'l Ind. and Agr. Loans....| Apr. 23 2,088 2,095 1,689 program, the probabilities are that the drop would 
ESD RAPS INNS 29 e's iS toceie isi Apr. 23 aa3 337 480 ices tee tiie dee one, this being the 
Snvest. 49; SD: 5SOV'ES: ..0)0/6::2 66:05: Apr. 23 5,006 4,885 3,604 season normally when commercial borrowings 
Invest. in Gov't Gtd. Securities...| Apr. 23 1,793 1,586 1,278 decline. Total loans and investments of New York 
Other Securities............... Apr. 23 1,455 1,458 1,316 Banks, however, have hit another new high. 
Demand Deposits.............. | Apr. 23 11,026 10,941 9,121 Cues: te past year there has been a gain of 
Time Deposits... 2.666. - 5 oes Apr. 23 741 746 666 $2. 300,000,000, of which commercial loans have 
Federal Reserve Banks accounted for $400,000,000. During the same 
Member Bank Reserve Balance...|  Apr.23 13,506 13,979 12,833 period demand deposits adjusted have increased 
Money in Circulation ...........5. Apr. 23 8,992 8,989 7,520 $1,905,000 ,000, the total now being practically 
ee ee ee Apr.23 22,482 22,421 18,708 pat par with the weil highs made early in April. 
Treasury Currency..............] Apr. 23 3,118 3,116 2,997 It is hardly surprising to note that government 
Treasury Cash.............+--. Apr. 23 2,299 2,269 2,305 securities make up the bulk of the increase in bank 
Excess Reserves.............5. Apr. 23 5,760 6,260 6,120 investment portfolios. Of the increase of 
iets Previous Wee $2,056,000,000 in securities held by — 
NEW FINANCING (millions of $) Month Month Ago banks over the past year, securities other than 
Rimnrete cto c ck idk co eka rey Mar. 203 249 134 government obligations account for only $139,- 
Lee CS ee ree Mar. 86 31.5 30.5 000,000. 
SSeS i ee -. aa 104 i 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX : 
| 1941 Indexes Hi 1941 Indexes 
| No. of —_-—— (Nov. 14, 1936, Close—100) High Low Apr.19 Apr. 26 
| Issues — (1925 Close—100) High Low Apr. 19 Apr. 26 || 100 HIGH PRICED STOCKS.. 60.10 51.01 51.01x 51.66 
| 309 COMBINED AVERAGE 56.9 46.3 46.3x 6.8 100 LOW PRICED STOCKS... 48.23 37.78 37.79 37.78x 
= J 
| Se 3 Liquor (1932 Cl.—100)... 148.2 112.0 115.8 112.0x 
4 Agricultural Implements... 92.1 72.2 72.2x 173.6 OD Machinery. 2.6 scccccce. 111.9 88.0 88.0x 88.2 
9 Aircraft (1927 Cl—100).. 183.9 137.1 139.0 137.1L yee ih Cl) se 75.6 644 645 64.4x 
4 Air Lines (1934 Cl—100) 314.1 218.1 218.1L 234.8 A Weat Packing... 6600s ccs 53.2 40.3 40.3S 42.1 
6 Amusements............ 24.2 21.2 21.2% 21.4 || 11 Metals, non-Ferrous...... 138.6 110.0 110.0x 112.0 
| 14 Automobile Accessories.. 95.7 74.8 74.8x 75.6 || SB NERISOT o 0)5:5c0 overers'a/eiais\'s sa%s 13:6. “ia «eS Mies 
| 13 Automobiles............ Lr oe ee ee 75.55 674 704 11.9 
3 Baking (1926 Cl.—100)... 10.7 8.5 9.2 9.3 || 18 Public Utilities.......... 38.6 25.2 25.5 25.2R 
3 Business Machines....... 96.2 86.8 89.4 86.8x || 3 Radio (1927 Cl.—100)... 9.9 7.5 8.3 7.5N 
2 Bus Lines (1926 Cl—100) 64.3 46.8 46.9 46.85 || 9 Railroad Equipment...... 48:0 36.3 36.3x 37.3 
BS <hemicals........5.5:.2. 590° 435.5 4358 43515 | VTARAIOBOB i. 0.06-s05 5 0090s ace 94 Lise 8.0 8.6 
18 Construction............ 261 19.5 19.9 19.5x || PAM ti atercis te Siena’ 2.6 127 2.1 es 
ee eee 203.7 173.7 171.7% 1160 jj OUSHIDDUNGING » 06.s0:506 6 v0 127.5 102.3 104.0 102.9 
10 Copper & Brass.......... 88.8 68.8 68.8x 69.7 ee ee oo ee 82.6 62.8 62.8x 65.0 
2 Dairy Products.......... 27.66 25.5 25.5 25.8 | Pe NENSeoe boule wipes aces 24.1 17.5 209 20.8 
6 Department Stores........ 19.7 16.7 17.4 17.5 P EMPINIT 5 ais isin eels Seis e'ss 185.7 1646 164.6x 165.1 
| 6 Drugs & Toilet Articles 39:7 3444 BRS | AT 3 Telephone & Telegraph... 40.7 33.3 33.3x 33.7 
2 Finance Companies....... 182.3 150.8 151.1 150.8M || CAN PS ee eee 48.5 35.1 35:3 §63S:tb 
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~ L—New LOW since 1939. _M—New LOW since 1934. N—New LOW since 1933. R—New LOW since 1935. S—New 
x—New LOWthis year. 


LOW since 1938. T—New LOW since 1929. 
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envelope. 


], Give all necessary facts, but be brief. 
2, Confine your requests to three listed securities. 
3, No inquiry will be answered which does not enclose stamped, self-addressed 


The Personal Service Department of Toe Macazine or Wauu Srreer will 
aswer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Ward Baking Co. "B" 


How are you advising stockholders inter- 
ated in the speculative possibilities of Ward 
Baking common? My 125 shares cost me 
19% some time ago. Do you believe that the 
downward trend in earnings which has taken 
place over the past 5 years has finally been 
reversed . . . and that per share earnings tn 
1941 should show sharp improvement? There 
are two factors which I am tremendously in- 
terested in—(1) Just how sales of cakes and 
fancy goods which yield substantial margin 
of profits is improving with the expansion of 
public purchasing power and (2) What de- 
velopments have taken place toward clearing 
up the arrearages on the preferred stock? 
How do you evaluate profit margins in rela- 
tion to volume considering current prices and 
prospects for the Company’s products—raw 
material costs and manufacturing expenses? 
—M. F. G., Portland, Oregon. 


For the twelve weeks - period 
which ended March 22, 1941, Ward 
Baking Co. lost $1.29 per class 
B common share as compared with 
loss of $1.65 for the corresponding 
period of 1940. These figures are 
iter allowing for the senior issues 
ind was a somewhat better showing, 
although still on the unprofitable 
side, than was reported in the pre- 
vious years period. For the fiscal 
year which ended December 28, 
1940, a loss of $5.00 per share was re- 
ported on the class B stock as com- 
pared with a loss of $4.50 for the 
year 1939. In the face of losses on 
this stock from the year 1930 to 





date, the company has maintained 
a fairly good financial position. At 
the close of 1940 total current as- 
sets, including $2,899,826 in cash, 
were $4,689,577 as compared with 
total current liabilities of $1,164,213. 
It must be borne in mind however, 
that as of December 28, 1940, accu- 
mulated unpaid dividends on the 
preferred stock amounted to $9,720,- 
704 or $38 per share. In view of the 
numerous unprofitable years of 
operations it would appear that the 
company will have difficulty in 
clearing up the preferred dividends 
which in turn detracts from the 
value and future prospects for the 
class B common. Capitalization at 
the close of the year, void of funded 
debt, was represented by 255,808 
shares of 7% cumulative preferred 
stock with a par value of $100 per 
share, 82,975 shares of $8 non-cumu- 
lative class “A” no par stock and 
500,000 of class “B” common stock 
without par value. 

Although for the first twelve 
weeks of 1941 the loss was lower 
than for the corresponding period of 





the year earlier it is a little too early 
to safely forecast the full year re- 
sults. The most favorable factor, 
however, is that the consumption of 
cakes and other luxury products 
manufactured by the company ap- 
pear to be improving and this is 
favorable. The company is among 
the leading domestic bakers of bread 
producing a wide variety of cakes 
and other sweet goods concentrated 
largely in industrialized sections of 
the East and Middle West, and with 
increased business activity through- 
out the country affecting a more 
widely diffused population, consump- 
tion should increase and improve the 
earnings outlook for the company. 
Competition though will remain a 
restrictive influence from a_ profit 
standpoint and as a result of this 
factor the company has been sub- 
jected to unprofitable operations for 
a period of years. In 1940 approx- 
imately 94 retail routes were estab- 
lished for the distributing of the 
products of the company and it is 
felt that this new service will prove 
profitable over a period of time. 

At this time we view the future of 
the common stock of Ward Baking 
Co. as highly speculative but due to 
its nominal price in relation to your 
high cost price leaves no alternative 
except that you hold your present 
commitment. With costs—that is 
raw  materials—relatively _ stable, 
combined with higher purchasing 
power net operations may improve 
sufficiently to support higher levels 
for the stock at which time a new 
oppraisal should be made of the sit- 
uation. In the meantime, however, 
retention of the stock must be con- 
sidered as highly speculative. 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 

















American Locomotive Co. 


I am considering adding to my present 100 
share investment in American Locomotive 
acquired at 2134. Do your analysts believe 
that the appreciation possibilities of this 
stock now warrants my doing so? What do 
you know of the Company’s intentions to re- 
duce the large arrearages on the preferred? 
Do you feel that as long as this $42.75 per 
share accumulated dividend on the “A” stock 
exists, the market appreciation possibilities 
of the common will be handicapped? How 
large are backlogs now . . . compared with 
this time in 1940? Are earnings at present 
proceeding at a rate higher than the 50 cents 
per common share earned for the year ending 
1940? Are profits likely to be reduced on 
Canadian and British orders now that the 
Lease-Lend Bill is effective? Is American 
Locomotive now in a position to fulfill orders 
on both special National Defense orders for 
tavl:e. gun carriages, etc., as well as those for 
the railroad industry? Please give me your 
advice.—J. O. P., St. Louis, Mo. 


For the year which ended Decem- 
ber 31, 1940, American Locomotive 
Co. earned $8.10 per share on 7% 
cumulative preferred stock (par 
value $100) as compared with a loss 
of $2.70 per share for the year 1939. 
Earnings on the no par common 
stock for the year 1940 were 50 
cents per share as compared with 
a loss of $4.45 per share for the 
year 1939. At the close of the year 
there was 351,961 shares of pre- 
ferred stock and 767,900 shares of 
the common stock outstanding. It 
has been reported that during the 
first quarter of 1941, the dividend 
ou the 7% preferred was earned 
and that the second quarter should 
show a further improvement. As 
of December 31, 1940, unpaid cumu- 
lative preferred dividends amounted 
to $42.75 per share. During the 
year 1940 $5.00 per share aggregat- 
ing $1,759,805 was paid in dividends 
on account of the arrears on the 
preferred stock. In the annual state- 
ment, it was reported that the com- 
pany is continuing to give thought 
to some plan by which these ac- 
cumulated dividends may be li- 
guidated. A dividend of $2.00 per 
share on the 7% preferred stock 
was paid on March 7, 1941, attesting 
tc the sincere desire of the company 
te liquidate these dividends as soon 
as possible. We expect that a con- 
tinuation of this policy will be fol- 
lowed in view of the improving 
earnings of the company. 

Sales during the year 1940 aggre- 
gated $38,438,938 as compared with 
$22,358,740 for the year 1939. Fed- 
eral, State, Municipal and Social 
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Security Taxes however showed a 
substantial increase from the $901,- 
588 for the year 1939 to $1,802,277 
for the year 1940. Unfilled orders 
at the close of 1940 were $138,300,- 


‘000 as compared with $12,800,000 


at the close of 1939. A breakdown 
of 1940 unfilled orders shows that 
approximately $113,900,000 were 
for orders for ordnance and ammu- 
nition products directly related to 
defense program. It is currently es- 
timated that unfilled orders now ap- 
proximate $160,000,000 of which 
about $133,000,000 would be di- 
rectly or indirectly in the defense 
category. During the year 1940, 
plant and equipment was improved 
and continues to be in good shape. 
Approximately $1,300,000 was ex- 
pended upon this division during the 
year. In addition to the company’s 
expenditures, their plants were aug- 
mented with facilities directly con- 
nected with the National Defense 
Program aggregating approximately 
$7,500,000 which is being financed by 
the respective governments which 
will retain title thereto. It would ap- 
pear that plant and equipment is 
sufficient to take care of the current 
backlog of business especially with 
the cooperation of the governments 
to provide through various means 
facilities for expansion whenever 
necessary. The financial position 
at the close of the year was fair 
with total current assets, including 
$3,528,502 in cash, of $20,433,366 as 
compared with total current liabil- 
ities of $4,475,265. There is no 
bonded debt outstanding and only 
the preferred and common stock as 
stated in the above paragraph. 
Approximately $71,000,000 of the 
unfilled orders at the close of 1940 
were placed by the Canadian and 
British governments. Production 
under many of these contracts will 
extend well into 1942 and while they 
de provide for cancellation at the 
option of the respective govern- 
ments, it is believed that the com- 
pany’s interests are adequately pro- 
tected in such an event. The tank 
division has been somewhat handi- 
capped by not being able to get a 
sufficient supply of machine tools, 
but the first pilot tank has recently 
been completed. Real production 
should begin during the third quar- 
ter with an accelerated pace during 
the fourth quarter of 1941. The lo- 
comotive division is progressing fa- 


vorably although at present steam 
locomotive inquiries are not very 


active. Some orders have been re 
ceived recently but they do not ap. 
pear to be out of line with usual 
demands. 

It is our belief that the preferred 
and the common stock of this conm- 
pany are worthy of retention at this 
time, the preferred for the strong 
possibility of the company liquidat- 
ing accumulated unpaid dividends 
ard the common for its speculative 
appeal. We do not look for any 
dividends on the common stock for 
the time being for the preferred di- 
vidends must be paid first, or liqui- 
dated in some manner acceptable to 
stockholders. When the economic 
situation becomes a little more clari- 
fied and the market shows more 
stability, we feel that additional 
purchases of the common stock 
could be made although it must be 
borne in mind that such an under- 
taking must be on a _ speculative 
basis. 





United Drug, Inc. 


Do your analysts consider United Drug 
selling around 4 a good speculation? The 
reason I ask is because I have 100 shares of 
this stock bought at 634, and should like to 
know what I can expect in terms of price 
appreciation this year if I continue to hold. 
Are earnings so far this year moving ahead 
of 1940? Last year earnings per share 
equalled 79 cents. In 1939 when the same 
per share earnings was recorded United Drug 
topped 71%. Do your analysts anticipate mar- 
ket appreciation above the 1939 high given 
improvement in earnings this year over last? 
Have the Company’s sales begun to reflect 
the growth of consumer income as a result 
of U. S. Defense spending? Have operating 
expenses been decreased appreciably with the 
closing of various unprofitable stores? Are 
any labor troubles in the wind comparable to 
Whelan difficulties? What about the status 
of other costs in relation to volume? How is 
the Company’s franchise plan aiding sales 
and earnings? How does United Drug stand 
in relation to taxation—especially in respect 
to normal taxes? Please write me your advice 


without delay—Mrs. A. E., Atlanta, Ga. 


The consolidated net income of 
United Drug, Inc. and its subsidi- 
aries for the year 1940 amounted to 
$1,103,945 or 82 cents per common 
share. This was after providing 
for depreciation, Federal income 
taxes, bond interest and loss on 
guaranteed leases. Canadian sub- 
sidiaries produced a profit in United 
States dollars of $88,524. No de- 
ductions were made for excess 
profits taxes because such was not 
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necessary. Taxes during the year 
amounted to $1,806,710 equivalent 
‘to $1.29 per share. Various sales 
taxes some Of which were recovered 
in selling prices amounted to $930,- 
139. These results compare with 
1939 profits of $1,063,249 or 79 
cents per Share on the $5 par com- 
mon stock outstanding to the ex- 
tent of 1,351,586 shares. Of these 
earings, $120,324 expressed in U. S. 
dollars was received from Canadian 
companies. During 1939, taxes 
amounting to $1,671,314 or $1.19 
per share was paid by the company. 
Sales taxes during that year were 
994,549. 

Through more than 11,000 Rexall, 
Liggett and Owl drug stores, serving 
over a2 million customers a day, this 
company is one of the largest in its 
field engaged in production, whole- 
sling and retailing a wide line of 
drugs, confections and other prod- 
ucts carried by the modern drug 
store. A breakup of the 11,000 out- 
lets for Rexall products—9,091 of 
these are Rexall Drug Stores located 
in the United States and Canada, 
the remainder in various parts of 
the United Kingdom and Eire. 466 
are Liggett Drug Stores located in 
the principal cities of the United 
States and Canada, owned and oper- 
ated by subsidiaries of this com- 
pany. Owl Drug Stores, serving the 
West Coast, numbering 132 are 
owned and operated by another sub- 
sidiary of United Drug Co. 

At the close of 1940, current assets 
including cash in banks and on hand 
of $8,357,442 were $33,760,697 as 
compared with current liabilities of 
$7,377,603. Funded debt of the 
company represented by 5% deben- 
ture bonds due in 1953 were au- 
thorized to the extent of $40,000,- 
000, but $5,250,000 have been re- 
tired, $1,503,000 are held in the 
treasury, leaving a balance outstand- 
ing in the hands of the public of 
$33,247,000. The company does not 
have any preferred stock. Common 
stock of $5 par value is outstanding 
to the extent of 1,351,586 shares. 

It has been reported that during 
the year 1941, the company plans 
to extend its franchise plan (giving 
exclusive merchandising rights to 
selected local drug stores) in the 
hope that sales volume will increase 
over the $100,000,000 mark. Earn- 
ings so far this year have not been 
reported but it is believed that with 
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the general expansion in business 
and larger payrolls that company’s 
sales and profits will show a modest 
improvement. The company has 
been carrying on a policy of elimi- 
nating unprofitable stores and cur- 
tailing expenses whenever possible 
in an effort to widen profit margins. 
Labor troubles do crop up from 
time to time but it is not expected 
that they will seriously affect the 
operations of the company. Whether 
the company will inaugurate a divi- 
dend policy during 1941 is of course 
problematical but if earnings should 
improve, substantially over recent 
years, such would be a possibility. 
At this time we do not feel that the 
stock of United Drug, Inc. offers 
any phenomenal opportunities 
though we do feel that for those now 
owning the stock that it could be 
retained in modest amounts in di- 
versified portfolios in the anticipa- 
tion of an expansion in earnings 
which might improve the current 
depressed market value for the se- 
curity. 





J. C. Penney Co. 


Periodically, I make it a practice to ask 
your analysts to check on the status and out- 
look of various of my holdings. My request 
now is on J. C. Penney of which I hold 75 
shares and for which I paid 101 some time 
ago. My primary concern is your opinion of 
the security of the present $5 dividend—yet 
I can’t ignore the fact that my shares have 
been selling around 80 for some time. I know 
that volume has picked up over the past 
three months of this year—what I question 
is the likelihood that profit margins will keep 
pace. Do you believe that the Company can 
step up volume in proportions sufficient to 
offset taxes —higher costs of labor— and 
higher prices for its products and show earn- 
ings equal to the $7.36 per share in 1936 m 
1941? Do you evaluate J. C. Penney in the 
same high category of investments in our 
Defense Economy now as in peace times? Is 
Penney’s outlook handicapped by the fact 
that its retail stores are not concentrated for 
the most part in industrial centers benefitting 
from U.S. Defense production? I should like 
you to report to me all important develop- 
ments in this Company’s operations and your 
own opinion regarding the investment calibre 
of this stock now—R. S., Chicago, Illinois. 


For the year 1940, J. C. Penney 
Co. reported sales of $304,539,326 
a gain of 7.94% over the preceding 
year resulting in a net profit of 
$16,230,609 or equivalent to $5.91 
per share as compared with $16,- 
481,214 or $6.48 per share for the 
year 1939. During the year 1940, 
the company sold 200,000 shares of 


company stock under the profit- 
sharing retirement plan, increasing 
the cash account and also tending 
to cut down earnings per share. For 
the first three months of 1941, sales 
increased 10%. At the close of 
1940, the company had 1,586 stores 
in opreation, representing an in- 
crease of 32 during the year. These 
stores are located throughout the 
country with representation in every 
one of the 48 states. Attesting to 
the growth of the company, sales 
for the first time in its history ex- 
ceeded the 300 million mark in 
volume. 

The financial position at the close 
of the year remained characteristic- 
ally strong, with total current assets 
including cash in banks and on hand 
$27,440,916 of $85,646,392 as com- 
pared with total current liabilities 
of $18,872,384. Capitalization of 
the company is simple, with no 
funded debt or preferred stock out- 
standing. Common stock without 
par value is outstanding to the ex- 
tent of 2,743,984 shares. Surplus at 
the close of the year on a consoli- 
dated basis was $49,404,795. The 
company has an estimated excess 
profits tax credit on an average 
earnings base of $5.67 per share 
while on an invested capital base, 
its credit is only $2.24 per share. It 
would appear from this basis of cal- 
culation that the company would 
be vulnerable to taxes as they now 
stand and of course if basic taxes 
are increased, then their burden 
would also become heavier. It is 
quite possible that with the energetic 
sales campaign, wide diversification 
of outlets and new stores being es- 
tablished, such as the Rochester 
store which is expected to open in 
May, that increased sales may off- 
set the increasing tax burden. We 
feel that it is an advantage that 
their stores are located in various 
territories throughout our country 
for they are able to profit by any 
increased business in any section of 
the country. The entering into the 
Rochester area may forecast an era 
of larger stores where profit margins 
may be wider over the longer term. 
Dividend distributions in the past 
have been quite liberal and we feel 
that such a policy will be continued. 
We look for a continuation of the 
regular 75 cent quarterly dividend 
with the addition of extra dividends 
from time to time whenever earn- 











ings warrant such a procedure. In 
view of the strong cash position 
which is deemed ample for present 
day conditions, it is quite likely that 
distributions for the year 1941 will 
compare favorably with 1940 when 
$5 per share was paid. A little dif- 
ficulty is being experienced in se- 
curing merchandise when ordered 
and it is believed that certain types 
of goods may become scarcer as 
time goes on with the possibility of 
higher cost levels. We feel that the 
investment calibre of this stock re- 
mains unchanged and that the fu- 
ture for its ever expanding field of 
operations will continue favorably 
and that it is worthy of retention. 





Beatrice Creamery Co. 


I am worried about the reports that have 
come to me indicating that earnings for 
Beatrice Creamery in 1940 have fallen below 
1939 levels. I bought my 75 shares last 
year at 33%. Do you know the actual ez- 
tent of the earnings loss and to what influ- 
ences is it primarily due? Would you say 
that this earnings trend has already been re- 
versed this year? Don’t you think that vol- 
ume should go high enough this year to off- 
set adverse factors cutting in on profit mar- 
gins? Are not prices of this Company's prod- 
ucts higher now? Shouldn’t they continue 
to be strengthened under war influences? 
What is behind the Government’s considera- 
tion of control over food prices? How would 
Beatrice Creamery be affected under such a 
setup? How are sales faring now on the 
Company’s various divisions? Don’t you an- 
ticipate a marked up thrust in earnings for 
Beatrice Creamery this summer from ice 
cream sales? Are the Company’s other prof- 
ttable lines such as cheese, eggs and other 
cold storage products responding to increasing 
consumer purchasing power? Would you ad- 
vise me to retain my shares for appreciation 
great enough to restore the price of this stock 
to my original purchase price?—T. 7., Buj- 
falo, New York. 

In recent years dollar sales have 
been showing a steady increase and 
for the fiscal year 1940 which ended 
February 28, 1941, they were $69,- 
525,930, an increase of approxi- 
mately 9.25%. Profits per share of 
common stock however declined 
from $3.89 for the year 1939 to $3.18 
for 1940 which was still above the 
1938 profits of $3.01 per share. In 
a break down of the various depart- 
ments it was reported that the 
wholesale and retail sales of fluid 
milk distributing plants increased 
over the previous year but due to 
increased expenses, profits were not 
higher. Sales of ice-cream improved 
but net profits were lower caused by 
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unfavorable weather conditions dur- 
ing last May and August. Indica- 
tions at this time are that consump- 
tion is increasing as sales through 
the winter were larger than last year. 
Profits in the creamery and butter 
departments decreased due to un- 
favorable operating conditions, 
even though average sales price was 
higher than the previous year. Egg 
sales were less but operating con- 
ditions were more favorable but this 
department does not contribute sub- 
stantially to total profits. Cold- 
storage departments continued to 
enjoy favorable operations. Sales 
and profits of miscellaneous depart- 
ments increased over last year ex- 
cept in milk and butter by-products. 
The frozen food sales and profits 
showed a substantial increase and 
while it is not a major item in the 
company’s business it is developing 
into a profitable sideline. 

Beatrice financed all of its ex- 
pansion operations without the help 
of banks or issuance of bonds at any 
time, and today after many years of 
successful growth and expansion, its 
capital structure remains as simple 
as ever. In addition to the 91,317 
shares of $5 cumulative preferred 
stock without par value, there is 
381,866 shares of $25 par common 
stock outstanding. Financial posi- 
tion is very strong with total cur- 
rent assets at the close of the fiscal 
year, including cash of $4,803,877 
was $11,389,298 as compared with 
total current liabilities of $1,653,412. 
Land, buildings and equipment 
which are carried on the balance 
sheet at cost or less as valued by the 
company’s engineers in 1933 plus 
additions at cost aggregate $30,190,- 
913. There is however a deprecia- 
tion reserve of $17,968,428 leaving 
net bookkeeping value of $12,222.- 
486, which we feel is a conservative 
valuation at this time. At the close 
of the year the company had $6.88 
in current assets for every dollar 
that it owed. Net working capital 
was $9,735,886 which is ample under 
present day conditions for the car- 
rying on of their business. 

Local and general taxes paid by 
the company amounted to $481,930 
while social security taxes were 
$344,806, State and Federal Excise 
Taxes of $144,703 and Federal In- 
come Taxes of $558,290. The total 
amounted to $4.01 per common 
share. Estimated Excess Profits 


Tax credit based on an averay 
earnings base is $2.90 per share anj 
on an invested capital base, $3, 
per share. Accordingly it would no 
appear that the company is particy. 
larly vulnerable to this kind of ta 
at this time as we now understand jt 

It is felt that in view of the wel. 
rounded organization and widely 
known trade names under which 
products are sold that Beatri¢ 
Creamery Co., is in a position to in. 
prove earnings over the near tem, 
The trade-names such as Meadoy 
Gold are household names through. 
out the country, and it is believed 
will continue to be well received. h 
view of the conservative dividend 
policy in recent years, it is felt that 
distributions will compare favor. 
ably with 1940 and that the stock 
is worthy of retention as a semi 
investment issue. 





Western Union Telegraph Co. 


Realizing that Western Union sold as high 
as 834% in 1937 climbing from a low of 22%, 
I am considering an additional 50 share in. 
vestment in this stock at current prices of 
around 22. I already own 50 shares pw. 
chased at 36. Are your analysts in accori 
with the belief that earnings for 1941 shoul 
equal the $6.89 per share earning in 1936! 
Do they believe the stimulus of U. S. & 
fense industrial activity great enough t 
accomplish such a sensational comeback in 
earnings? What about expenses—are thy 
still being kept down? Are new merchar 
dising methods proving as successful as e 
pected . . . with more results yet to comél 
What do you know of the rumored merge 
between Western Union and Postal Tee 
graph? Has improvement in domestic bus- 
ness substantially offset the loss of European 
cable business? To what extent have eam- 
ings in the first quarter of 1941 exceeded 
the 20c per share earned in 1940? Do you 
believe I would be missing a good bet not 
to add to my commitment in Western Union 


now?—Dr. Th. O., Miami, Fla. 


For the year 1940 Western Unio 
had a net income of $3,621,000 a 
increase of $2,241,000 over 193! 
being larger than for any year since 
1936. Gross operating revenues 
$99,704,000 exceeded those of 193! 
by $4,044,000 or 4.2% and except 
for 1937, were the highest annual 
revenues since 1931. Continuing 
the steady improvement in domestic 
revenues over the last two years, 
principally as a result of generally 
higher commercial industrial activ- 
ity in this country and the growin 
popularity of the company’s newe! 
services, earnings are expected td 
approximate 75 cents per share for 
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the first quarter of 1941. If this 
forecast materializes, it would com- 
pare with 20 cents per share for the 
comparable period of 1940. Taxes 
levied on Western Union in 1940 
amounted to $5,898,000 making di- 
rect taxes alone equivalent to ap- 
proximately 62 cents out of every 
dellar of net earnings before taxes 
whereas in 1929 all taxes including 
income taxes took only 24 cents. It 
appears that most of the increase in 
the tax burden is represented by so- 
cial security taxes which covers ap- 
proximately two-fifths of the present 
tax bill. Despite these additional 
heavy costs, controllable expenses, 
that is those apart from taxes, ap- 
preciation and interest were re- 
duced approximately $3,850,000 
from 1937 to 1940 or about five times 
the decrease in revenues. 

Since June, 1933, financial posi- 
tion of this company has shown a 
marked improvement. Funded debt 
and bank loans have been reduced 
during the period by approximately 
$24,337,000 out of current cash re- 
sources, with an accompanying de- 
crease of $1,482,000 in annual in- 
terest charges. Also during this pe- 
riod, dividends of $5.25 per share 
were paid on the stock. As of De- 
cember 31, 1940, the company had 
outstanding a funded debt totalling 
$85,435,000. There is no preferred 
stock but 1,045,278 shares of $100 
par common stock was outstanding. 
Total current assets at the close of 
the year including $9,116,642 of cash 
were $28,205,859 as compared to 
total current liabilities of $13,229,- 
809. It was reported that the com- 
pany’s investment in plant, equip- 
ment and other assets in belligerent 
or occupied countries in Europe is 
less than one-half of 1% of total 
assets and its international business 
with all parts of the world repre- 
sents in normal times, less than a 
tenth of all gross revenues. 

The present prospect as to gen- 
eral business activity in this coun- 
try appears encouraging and West- 
ern Union should continue to share 
ia any further improvement since 
the company’s domestic business is 
closely linked to the general trade of 
the nation. The increasing develop- 
ment of our national defense pro- 
gram is assuming increased import- 
ance to the company and facilities 
are being enlarged and improved to 
take care of this increased burden 
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upon their services. The company 
in recent years has been expanding 
its services providing for every busi- 
ness and social need in the scope of 
its facilities. New and better ways 
are constantly being sought to in- 
crease the general use of the tele- 
graph and new innovations in the 
service are meeting with an increas- 
ing public response. There have 
been rumors concerning the possi- 
ble merger with Postal Telegraph, 
Inc., but to date nothing of concrete 
form has been offered except a hear- 
ing called by the Inter-State Com- 
merce Sub-Committee for May 5, 
1941. At this time we view the fu- 
ture of this company in a favorable 
light and if earnings continue to 
improve as they bid fair to do, at 
least for the first part of the year, 
dividend distributions will exceed 
the $1 per share paid in 1940. At 
such time when the Magazine rec- 
ommends a broad purchasing pro- 
gram, we feel that the stock of this 
company could be included in diver- 
sified portfolios. Dividends are not 
expected to be any more stable than 
in recent years since they fluctuate 
with business as a whole. Neverthe- 
less we view the future of this com- 
pany in a favorable light at this time. 





Westinghouse Electric & Mfg. Co. 


I am puzzled by two conflicting statements, 
the first being that Westinghouse in 1940, 
found its growth of business the greatest in 
over 50 years—yet the company’s presi- 
dent stated “that unless commercial busi- 
ness keeps up, some divisions may operate 
at a loss.” Are the influences of taxes and 
operating costs so exorbitant that continued 
improvement in earnings as recorded for the 
fist two months of this year, will probably 
not show up in some proportionate meas- 
ure of net profits for 1941? What does the 
Supreme Court’s decision upholding the 
NLRB charge against Westinghouse mean 
to the Company’s labor situation? How is 
the Company’s wage and salary plan ex- 
pected to affect earnings? What is the 
status of backlogs on U. S. Defense orders? 
Iz production on regular commercial busi- 
ness proceeding as usual? Are plants and 
facilities ample to meet present production 
requirements? Please ques- 
tions and give me your opinion of the in- 
vestment outlook for Westinghouse now. 
I own 50 shares, price paid—l08—E. A., 
Philadelphia, Pa. 


answer these 


According to the 55th annual re- 
port of Westinghouse Electric & 
Mfg. Co. the company experienced 
in 1940 the greatest expansion in 
business in its 55 years of existence. 
The increase covered all lines of ap- 


paratus manufactured while new 
records were made in the volume of 
incoming orders, amount of sales 
billed, the value of unfilled orders, 
the number of employees at the end 
of the year and the total payroll for 
the year. Approximately 40% of the 
1940 business representing orders of 
$400,477,724 an increase of 87% 
over 1939 was in connection with 
the National Defense Program. Net 
sales billed during the year was 
$239,431,447 an increase of 37% for 
the year. Previous peak was in 1929 
when $216,364,588 was billed. Of 
the sales billed during 1940, $21,- 
000,000 was in National Defense 
equipment, and delivered during 
1940. As of December 31, 1940, un- 
filled orders were $223,685,737 com- 
pared with $70,821,960 at the end of 
1939 or an increase of 216%. About 
$156,000,000 of these unfilled orders 
were for the national defense -pro- 
gram. Net income during the year 
was $18,985,428 an increase of ap- 
proximately 37% and equivalent to 
$7.10 per common share as com- 
pared with $5.18 for the year 1939. 
During the year, dividends totalling 
$12,688,408 were paid or $4.75 per 
share on each issued share of pre- 
ferred and common stock. The tax 
burden in 1935 was equivalent to 
$1.85 per share of capital stock but 
since that time, has increased to 
$8.43 per share for the year 1940. 
The capitalization of this com- 
pany is simple, with no bank loans 
or bonded indebtedness outstanding. 
There is 79,974 shares of 7% cumu- 
lative participating preferred stock 
par value of $50 per share and 
2,592,155 shares of $50 par common 
stock. The financial position was 
characteristically strong, with total 


current assets including cash of 
$31,882,817 totaling $137,833,518 


compared with total current liabil- 
ities of $32,530,975 with a ratio of 
4.2 to 1. A substantial item in the 
current assets was inventories (less 
reserves) of approximately $67,- 
555,000. 

In view of the unprecedented in- 
crease in the company’s business, 
largely due to orders for national 
defense, it is expected that gross 
earnings for the year 1941 will be 


_ very good, but after meeting taxes 


and it can be seen in the above that 
the tax burden is increasing by 
leaps and bounds as well as ordinary 
and extraordinary expenses, profits 











will not be above normal. This 
point was brought out in the annual 
report, also that unless commercial 
business keeps up, some divisions 


may operate at a loss. Profits on 
domestic war orders are not as a 
rule as large as everyday products 
and while the company does have an 
estimated average earnings credit of 
$5.22 per share and a net capital 
base credit of $6.07 a share, or- 
dinary taxes are becoming increas- 
ingly burdensome for this company. 
We feel that dividends, at least to 
the extent of 1940 distributions will 
be paid and if earnings warrant, 
that even larger distributions may 
be witnessed in 1941. All companies 
appear to have labor troubles from 
time to time and we do not think 
that the recent NLRB decision will 
have any drastic effect upon the 
operations of this company over the 
near term. Expansion of plant and 
facilities is expected to be com- 
pleted in the near future. This is 
true not only in the turbine division 
but of other divisions where plant 
expansion has been necessary in view 
of the rearmament emergency. It is 
expected that before the year is out, 
operations will be going along in full 
swing. At this time we feel that the 
stock of this company represents a 
semi-investment issue worthy of re- 
tention in diversified portfolios. 





Endicott Johnson Corp. 


What advice can you offer me on my 50 
shares of Endicott Johnson at this time? My 
shares cost me 57%4. I have reasoned this 
company to be an outstanding beneficiary 
of the U. 8S. conscription program—and the 
fact that this Company with more than 40% 
of its production concentrated on work shoes 
ought to respond greatly during these peak 
days of industrial activity. Are these the 
facts? Are earnings for Endicott Johnson 
responding to these factors? Should the $3.20 
earned in 1940 be exceeded this year? What 
is the present status of labor costs—other 
operating expenses — taxes —raw materials? 
What direct orders has the Company received 
for Army shoes from the U. 8. Government? 
Why does this stock continue to hold around 
the 40's? Do your analysts include this stock 
among special situations poised for substantial 
appreciation? Would you advise me to hold 
or switch considering the fact that market 
projits are what I am after as well as income? 


L. G., Hartford, Conn 


The first quarter operations of 
Endicott Johnson Corp. have been 
running at full time and indications 
are that they will continue to do so 
for some time. Profits appear to be 


104 


satisfactory for a 10 percent increase 
was recently given to the employees 
with the statement that if opera- 
tions continue favorable, throughout 
the year that results would justify 
another increase. That would augur 
well for stockholders who have been 
receiving liberal dividend treatment 
with a $3.00 annual dividend pay- 
ment in effect since 1932. It is ex- 
pected that shoe production in gen- 
eral, throughout the industry, will 
average approximately 9 percent 
above a year ago at least for the 
first half of 1941. Full year output 
however, may even establish a new 
record of production. The margin 
of profit for the industry as a whole 
is rather narrow but in view of the 
high rate of activity with certain 
economies made possible with vol- 
ume production earnings should 
show an improvement. With Endi- 
cott Johnson however, since their 
fiscal year ended November 30, 
1940, it has been reported that the 
excess profits tax did not apply to 
that fiscal year. Estimated excess 
profits tax credit on an average earn- 
ings base would be approximately 
$2.20 per share while on an invested 
capital base it would be about $6.32 
per share. If the company is al- 
lowed to select the base upon which 
it figures the tax it would not be 
particularly vulnerable as we now 
see it. Other taxes, however, which 
undoubtedly will be forthcoming, 
may be of more importance to this 
company. It is believed however 
that increased sales and a_ wider 
market for the company’s products 
will go a long way toward offsetting 
such additional burdens. 

The shoes manufactured by this 
company are in the medium and 
low-priced brackets distributed 
through jobbers, chain stores, mail 
order houses and several thousand 
individual retailers. The company 
is next to the largest producer of 
shoes, marketing a large part of its 
output through approximately 500 
stores which are operated by the 
company. Men’s work shoes account 
for about 40 percent of output, 
men’s dress shoes about 12 percent, 
women’s shoes 27 percent and chil- 
drens shoes make up the balance of 
21 percent. Rubber footwear, heels 
and soles are also manufactured and 
account for about 14 percent of total 
volume. The company is a recipient 
of Government orders the most re- 


cent being March 5, 1941 from the 
War Department totalling $390,400 
for 122,000 pairs of service shoes. 

The financial position of Endicott 
Johnson at last reports was favor- 
able, with total current assets of 
$30,213,288 which included cash of 
$3,089,957 and inventories at values 
not in excess of cost or market of 
$18,499,512. This compares with 
total current liabilities of $5,703,355. 
Bank loans represented by notes 
payable of $2,250,000 (used to facil- 
itate the carrying of inventories for 
work in progress) compared with 
$3,500,000 a year earlier. Outside 
of the bank loan the company did 
not have any capitalization save the 
73,060 shares of 5% cumulative pre- 
ferred stock of $100 par value and 
405,360 shares of $50 par common 
stock. It is our belief that at this 
time your stock is worthy of reten- 
tion, although it must be considered 
as more of a semi-investment issue. 
As such its market action would not 
be volatile enough to classify as a 
stock worthy of considerable appre- 
ciation. Dividend distributions at 
the current rate of $3.00 per annum 
have been paid for several years and 
it is anticipated that such a policy 
will be continued over the near- 
term. Consequently, we feel that, 
for those satisfied with the liberal 
yield at current levels and the possi- 
bility of modest appreciation that 
the stock is worthy of retention. 





Buying Investment Values 
Today 





(Continued from page 78) 


In this discussion, however, we are 
primarily concerned with providing 
the investor with the largest income 
consistent with reasonable security. 
In the circumstances highest grade 
bonds and industrial — preferred 
stocks are automatically eliminated 
from consideration. Current yields 
on these groups are only slightly 
above their all-time lows and their 
only appeal is to those investors who 
prefer the greatest measure of se- 
curity, regardless of income. In 
not a few respects United States 
Savings Bonds and the new Defense 
Bonds are more desirable media than 
many high grade corporate bonds 
and preferred stocks. 

Among medium grade bonds and 
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preferred stocks, on the other hand, 
the investor is afforded a wide choice 
of issues yielding better-than-aver- 
age return. Admittedly, many of 
these issues would not normally 
qualify for conservative investment 
selection—particularly second grade 
railroad bonds—but over the months 
ahead with the rising tide of indus- 
trial activity and freight traffic 
the margin of earnings protection 
promises to be materially increased. 
Relatively, the same also applies to 
second grade preferred stocks on 
which dividends in the past have 
been accorded a comparatively nar- 
ruw margin of safety. 

The inclusion of medium and sec- 
ond grade bonds and _ preferred 
stocks in an income program at the 
present time is essentially a tem- 
porary expedient. These are not 
the type of issue which might be 
relied upon to weather a post-war 
deflation of any duration. Well se- 
lected common stocks could prove 
much more desirable. 

But as already emphasized, this is 
not a discussion of a long term in- 
vestment program but a program 
geared to conditions as they exist 
today. As such it is conceded to be 
replete with ifs, ands and buts. At 
the same time the realities demand 
that all investment activities accept 
an element of risk, a risk which can 
only be alleviated by compromise 
and flexibility all along the line. In- 
vestment income is today obtainable 
on a very attractive basis, but just 
how attractive may only be realized 
in retrospect. 





The Automobile Industry Is 
War Casualty No. 1 





(Continued from page 82) 


Again in marked contrast to the 
automobile industry, the electrical 
equipment industry even in peace 
time has a double-barrel market, 
divided between consumers’ house- 
hold appliances and capital equip- 
ment. In active business years 
19387 and 1940 the latter 
broad division accounts for nearly 
three-quarters of dollar volume and 
probably for a larger percentage of 
earnings. Last year three of the in- 


such as 


try’s many classes of capital equip- 
apparatus, 


ment—industrial trans- 
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mission and distribution equipment, 
and construction material, wire and 
cable—accounted for sales of nearly 
$600,000,000 or almost 50 per cent 
more than total dollar volume in 
refrigerators and other household 
appliances. There is not yet any 
threat of a forced curtailment in pro- 
duction of electrical consumer goods, 
but should it come it would involve 
far less over-all disruption of the in- 
dustry’s normal scheme of things 
than the automobile industry faces. 

All investment values, however, 
are relative in that they are condi- 
tioned by price and time. At some 
point—presently unpredictable—the 
equities of the leading motor com- 
panies will have discounted all ad- 
verse factors. The evidence to look 
for is a stabilization of market valua- 
tions—the making of a base—over a 
considerable period of time. As yet 
there is no technical indication that 
a firm bottom level has been reached, 
as these stocks have persistently 
made new lows in all recent periods 
of market unsettlement. 

And it should be emphasized that 
the more important adverse factors 
in the industry’s outlook relate to 
its temporary role in the present war 
economy rather than to its long term 
potentialities. Its post-war prospect 
can be regarded as more favorable 
than that of most of the cyclical in- 
dustries and far less speculative than 
that of industries now dependent in 
major degree upon arms work for 
their earning power. 





Although subject, of course, to 
prosperity-depression swings in sales, 
the potential replacement demand— 
quickly translated into effective de- 
mand under generally favorable eco- 
nomic conditions—will remain very 
large indefinitely. In the first place, 
there is a well defined uptrend in the 
intensity of use of existing automo- 
biles. That is to say, the average 
car is driven greater total distances 
each year—as indicated by greater 
average consumption of gasoline per 
car. Allowing, on the one hand, for 
greater average mileage per gallon of 
gasoline and, on the other hand, for 
longer useful life built into modern 
cars—the two trends statistically off- 
setting each other—the indicated in- 
tensity of motor vehicle use favors 
the long term sales outlook. 

In the second place, the greater 
the enforced curtailment of automo- 
bile production through the dura- 


tion of the defense emergency, the 
greater will be the potential civilian 
demand awaiting the industry in the 
early post-war years. If the period 
of reduced output is protracted, a 
foundation will be layed for several 
very excellent years after post-war 
economic adjustments are com- 
pleted. 

Finally, labor relations in time will 
become much more stable than they 
have been in recent years; and the 
leading corporations in the industry 
are financially powerful, skillfully 
and wisely managed, and demonstra- 
bly capable of a high degree of 
flexibility in adjusting themselves to 
difficult and changing conditions. An 
outstanding speculative-investment 
opportunity is in the making, but 
will require patient watching. It 
may not jell for a considerable time, 
depending importantly upon war 
contingencies. 





The Movies Under Our New 
War Economy 





(Continued from page 89) 


reserve has been increased by $2,800,- 
000 to $3,250,000, which operates as 
a general reserve against net foreign 
assets of $10,338,707. Important to 
the stockholder is the fact that the 
unrealized income is represented by 
foreign current assets—mostly cash 
—and at such future time when it 
may be converted into U. S. dollars, 
or some equivalent conversion is 
possible, it will be included in the in- 
come account. 

Paramount is in the fortunate po- 
sition of having a very small part of 
its aggregate revenues coming from 
abroad. The company, moreover, 
had incurred debt in Britain long 
before the war and it has been pay- 
ing this from blocked sterling funds. 
England probably accounts for 
about 6% of total income, and all 
foreign income approximately 8%. 
The company’s large chain of the- 
aters (about 1,400, including 265 af- 
filiated houses in Canada) have been 
consistent money-makers, but its 
production relatively has not fared 
so well in recent years. Neverthe- 
less, its studios now are definitely on 
the upgrade, with operations well in 
the black and recent releases draw- 
ing well. 











In 1940 Paramount’s consolidated 
net income equaled $2.64 a common 
share after all charges including di- 
vidends on the first and second pre- 
ferreds, compared with $1.09 a share 
in 1939. However, during the final 
quarter of 1940, net income totaled 
$1.02, indicating a quickening rate 
of earnings gains. The report for 
the first quarter has not been pub- 
lished as yet, but it is believed that 
the company will show earnings not 
far from $1 a common share for this 
period. In the corresponding quar- 
ter of 1940 the company earned 53 
cents a share. 


Much more so than in the in- 
stances of the two preceding com- 
panies discussed, Paramount will be 
adversely affected by larger taxes. 
Since the company’s maximum ex- 
emption from the excess profits tax 
ran to $1.75 a share in 1940, and this 
year’s limitations will be much more 
restricting, it is evident that excess 
profits taxes will be exceedingly 
heavy this year, with normal cor- 
porate taxes also larger. Neverthe- 
less, it is still possible that the com- 
pany may be able to report slightly 
larger earnings this year than in 
1940, with good prospects, too, that 
dividends will be greater this year 
than in 1940, during which 45 cents 
a share was paid on the common 
stock. 

Supporting any action toward en- 
larged dividends is a strong financial 
condition. Full statistics on this 
condition are not yet available, but 
earlier this year it was reported that 
cash position was strong, totaling 
$12,000,000, not counting over $10,- 
000,000 cash of non-consolidated 
subsidiaries. Within the past year 
the company has been reacquiring 
its own bonds and preferred stocks 
in the open market, and rearrange- 
ment of the funded debt and loan 
structure in the interest of economy 
has been pursued. Simplification of 
the capital structure naturally will 
aid earnings; the avowed aim of the 
company is steadily to reduce capi- 
talization over a period of years. 

Loew’s, which for many years has 
held the position of a leader in film 
production, was hard hit by war de- 
velopments. Before the war, about 
30% of film rentals, though a smaller 
portion of gross income, came from 
overseas. One of its important for- 
eign holdings is an indirect interest 


in Gaumont-British Pictures Corp. 
Like Warner Brothers, Loew’s has a 
fiscal year ending August 31. The 
past fiscal year’s net income equaled 
$4.82 a common share, compared 
with $5.37 a share in the preceding 
fiscal year. The first quarter of the 
current fiscal year was relatively 
profitable; net income for the 12 
weeks ended November 30, 1940, 
equaled $1.02 a common share, com- 
pared with 71 cents a share in the 
corresponding period of the preced- 
ing year. It is noteworthy in com- 
paring potential net income, how- 
ever, that in the second quarter of 


-its past fiscal year, the company had 


the advantage of the first cream- 
skimming from the phenomenal suc- 
cess “Gone With The Wind.” Total 
gross income from this film has shat- 
tered all records, exceeding $30,000,- 
000, divided equally between Loew’s 
and David Selznick. Around $22,- 
000,000 came from first run show- 
ings, so that it is evident the picture 
cannot be expected to continue its 
tremendous income. This is one of 
the major reasons for anticipating 
that Loew’s will report smaller in- 
come this fiscal year than in the 
past. 


Taxes will, of course, be burden- 
some, but at least the company en- 
joys a relatively high exemption 
from the excess profits tax. On the 
1940 basis, this amounted to approx- 
imately $5.60 a common share. The 
company’s adjustment problems, as 
a result of the world crisis, are very 
real, indeed. Writeoffs for film amor- 
tization in 1940 aggregated $52,000,- 
000, compared with $46,000,000 in 
1939 and $42,000,000 in 1938. At the 
end of the past fiscal year, inven- 
tories decreased to $37,000,000, com- 
pared with $44,000,000 in 1939 and 
$42,000,000 in 1938. As usual, the 
company has been maintaining a fa- 
vorable financial condition. Current 
assets as of August 31, 1940, totaled 
$72,655,504 including $13,586,366 
cash and $18,181,807 U. S. Govern- 
ment securities, while current liabili- 
ties aggregated $12,777,725. It is 
this excellent financial condition 
which will permit continued liberal 
dividend payments, though intensi- 
fication of foreign troubles may dic- 
tate payments slightly below the $3 
a common share paid last year. 

Columbia Pictures is another 
company which has suffered casual- 


ties from the war (about 30% of its 
total revenues normally come from 
Europe, largely England), but in its 
case revenues increased so sharply 
and expenses were cut to the extent 
that net income in the past year was 
considerably larger than in the pre. 
ceding year. For the fiscal year 
ended June 30, 1940, Columbia 
showed net income equal to 83 cents 
a common share, compared with a 
deficit equal to 56 cents a share in 
the preceding fiscal year. During 
the first six months of its present 
fiscal year, the company continued 
its relatively improved showing; net 
income for the period was equal to 
56 cents a share, compared with 31] 
cents a share for the corresponding 
half of 1939. Nevertheless, gains at 
the 1940 rate are unlikely to con- 
tinue, in view of the fact that addi- 
tional decreases in foreign returns 
are expected, and earnings may be 
shrunken by an advance in the per- 
centage of amortization set aside for 
domestic operations. The company 
enjoys a fairly high invested capital 
base, enough to give its common 
stock a maximum exemption up to 
$2.25 a share last year, so that it is 
unlikely to be a particularly heavy 
sufferer from larger excess profits 
taxes scheduled for this year. A 
strong financial condition (year-end 
current assets approximated $19; 
672,000, compared with $2,009,000 
current liabilities) may permit a 
small common dividend payment 
this year. 


In addition to the normal difficul- 
ties resulting from reorganization, 
Radio-Keith-Orpheum has incurred 
war and exchange difficulties. About 
14% of the company’s aggregate rev- 
enues come from foreign sources, 
mostly from England. Last reports 
indicate that the company was in 
the black on its theater chain, but 
slightly in the red on its studio 
operations; current aggregate opera- 
tions are believed to be showing 
small earnings available for the com- 
mon stock. Recently, a dividend of 
#2 a share was declared on the #6 
convertible preferred stock, this be 
ing the initial payment and result: 
ing in reducing arrears to $5.50 4 
share. Atlas Corp., which sponsored 
the R-K-O reorganization plan, has 
been increasing its interest throug) 
occasional additional acquisitions o 
common and preferred stocks. 
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GREECE 
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e appeal to the Greek people, to all who are fighting at the front as 


well as to all who are contributing to the war efforts behind the lines, to 


remain united and steadfast, to carry on the fight for the country’s honor and 


independence. We must defend the nation to the very end.” 


King George Il, of Greece, 
to the people of Greece, April 20th, 1941 


Thus spoke the immortal spirit of Greece through her King and leader! 


a is writing the noblest page in the 
history of her long and glorious national existence. 
In the face of overwhelming odds, her people have 
remained true to their high traditions and have 
chosen to suffer and make the supreme sacrifice 
rather than barter their ideals. 

The Will of a determined, freedom-loving people 
halts the march of aggression. 

Can this Will be stopped? 

Never—never so long as the spirit of Greece lives. 
And that spirit shall live. It shall live as it is living 
now among the soldiers of that tiny nation who face 
the might of the ruthless conquerors of most of Eu- 
rope—as it is living now among all the people of 


Greece who have fear in their hearts but victory in 
their souls. 

If Greece needed help when her armies were chasing 
one invader across the fields of Albania, then she 
needs help a hundredfold today. 

Increased suffering, lack of foodstuffs and medical 
supplies—and now the evacuation of millions of peo- 
ple from the invaded areas—have placed a terrible 
burden on our Administrative Committee in Greece. 
That Committee is working to the extent that the 
Greek War Relief Association in America is able 
to help it. 


RELIEF IN GREECE IS BEING SPEEDED—NEVER 
WAS IT SO NEEDED. 


AND THIS IS OUR PLEDGE 


The Greek War Relief Association and all its member Chapters through- 
out the country accept the heroic example of the Greek people as a chal- 
lenge to redouble its efforts to provide funds for the wounded and suffering. 


We need the help of America to Keep that pledge. 





GREEK WAR RELIEF ASSOCIATION, we. 


(Reg. U. S. Dept. State 390) 


730 FIFTH AVENUE NEW YORK CITY 


Harold S. Vanderbilt Mrs. Lytle Hull The Most 


Hon. Natl. Chairman Honorary Chairman, Rev. Athenagoras 
Women’s Committee National Chairman 
Spvros P. Skouras Joseph J. Larkin Van A. Nomikos 
National President National Treasurer Natl. Vice-Chairman 
S. Gregory Taylor 
William Helis K. P. Tsolainos Regional Director. 
Natl. Vice-President National Secretary New York 





MY PLEDGE 
Mr. Harold S. Vanderbilt, Honorary National Chairman, 


Greek War Relief Association, Inc., 
730 Fifth Avenue, New York. 


Dear Mr Vanderbilt: 


1 wish to make my pledge, too. Here is my contribution to 
help the Greek War Relief Association carry on. and with it | pledge 


to enlist others of my acquaintance to help. too. 
Name . Fe Sehatcaceeks , 


Address 
























Whe nu deukecupien ens Ws cnnedeunsths 


Please make checks payable to JOSEPH J. LARKIN, Treasurer. 
An Official Receipt will be mailed to you with our thanks. 
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Giving due consideration to va- 
rious preceding factors, including the 
foreign situation, taxes, labor and 


material costs, financial condition 
and trend of domestic earnings, the 
outstanding issue in this group at 
the present time is Paramount. As 
a much more speculative attraction, 
Warner Brothers is a possibility, too, 
while for long pull holding Twen- 
tieth Century-Fox has favorable po- 
tentialities. All stocks in this group 
must be classed as highly specula- 
tive, however, and any purchases 
should be timed with our general 
market advice as given in each issue 


by A. T. Miller. 





Metals Under Priorities 
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eral years than during the past 10 
years more. merica has 
molybdenum deposits 
in the world and can produce ap- 


proximately 45,000,000 pounds vear- 
OAC qd time ¢ , 1 
In 1940, domestic consumption 
Was the vicinity of 15,000,000 
, , Saphir 
pounds but the remainder of the 
ears Pp was avidly acquired 
by Canada and Great Britain. 
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than because of any real scarcity of 


the metal. Despite the fact that the 


Per Vian mines are apparently inex 
rs e 
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haustible, Vanadian Corp. is operat- 
ing a small domestic mine and is 
increasing ore stocks on hand. Va- 
nadium also has a small tungsten 
mine in Colorado and a titanium 
mine in Virginia. 

The tin situation is probably the 
most uncertain of all. There is no 
known native tin in this country, the 
nearest deposits of any size being in 
Bolivia. The situation is, of course, 
well understood and shipments of 
tin have been arriving from the East 
Indies at the rate of approximately 
11,800 tons monthly. Domestic tin 
consumption has been running at 
the rate of approximately 6,300 tons 
a month with the result that the 
baiance, some 5,440 tons monthly, 
has been added to the nation’s stock 
pile. The country’s tin inventory is 
now equal to approximately a 16 
months’ normal supply and will 
probably expand further before it 
becomes necessary to draw upon re- 
serves. 

If Japan decides to act in the East 
Indies, then the supply of tin com- 
ing to these shores will decline mark- 
edly—probably well below consump- 

As long as Japan takes 
no such action, the situation in tin is 
not hopeless. Bolivian tin ts only a 
partial help. If the total output of 


that country were available here it 





tion levels. 


would only account for about 20 per 
cent of our needs and then we would 
ave to wait until next year at the 
earliest to have refining capacity to 
handle it. Tin prices will fluctuate 
sharply on war news and freight 
facilities. The 
shipping situation also holds good 
or Bolivian tin. With tin—in the 


orm of steel cans with a tin coat- 


rates or shipping 


{ 
j 


« rylax ’ « 
ny—plaving 


such an important part 
1 our economy, a search for a sub- 
stitute has long been in progress. 
Up until now, silver has been the 
only metallic substitute suggested. 
Even at the high price of silver, use 
as a coating for stee] sheets is not 


micro- 


m possible because of the 


scopic thinness of the plating re 
quired. Paper, glass, plastics and 


synthetic resin varnishes are all un 
der test and it may well be that the 
potential scarcity of tin will result in 
near-term successful substitute 
Solders, one of the main uses fos 
tin after can-making, can readily use 
recovered tin obtained trom tin-plate 
clippings and old, used tin cans 


sronzes, Which also require some tin 


in their making, do not take suffi- 
cient metal to make their position 
difficult. Substitutes for tin have 
already been found in these indus- 
tries in many cases, as for instance, 
spot-welding for certain soldering 
jobs and the use of beryllium, etc., 
in various bronzes. In the case of tin 
alone, are any new substitutes likely 
to be permanent at the expense of 
the older metal. 





Industrial Variations Under 
War Conditions 
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Additionally, an oppressive Federal 
attitude has been complicating the 
utilities’ situation, and this attitude 
has been intensified further within 
recent weeks. Nevertheless, for a 
long stretch of weeks, as demon- 
strated in the chart, the action of 
utilities was better than that of the 
composite. One reason for this was 
that the stocks did not advance 
greatly at the beginning of the war, 
catching up a bit in later months; 
the Willkie campaign, too, was stim- 
ulating. Interesting to note is the 
fact that the utility group’s decline 
in May, 1940, was comparatively so 
much smaller than that of the com- 
posite that the relative line shows 
only a small aggregate 
A creditable behavior was main 
tained to the final quarter of 1940, 
but since then technical action has 
been poor, with the recent decline 
sharp, in reflection of strong pres 
sure toward holding company dis 


decline. 


integration and the 
As far as the present wat 


war-economy 
squeeze, 
economy is concerned, the industry 
has topped out chartwise, though on 
a breakup-value basis opportunities 
exist in holding company preferred 
(note article in April 19, 
1941, issue). 

The food group, likewise by rea 


stocks 


son of little-changed prices at the 
time the war broke out, made a 
relatively bad showing in the ratio 
(dotted) line, though subsequent 
ly it did better than 
the composite till just before mid 
year 1940. The summer of 1940 
very likely 


somewhat 


represented the peak 


in favorable performance for this 


group; action since then has been 


in the major trend worse than 
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the average, reflecting the fact 
that it is not a heavy beneficiary 
of defense spending, while it is 
unfavorably situated as to profit 
margin because of vulnerability to 
excess profits taxes and rather rigid 
product-price structure. In _ rela- 
tion to likely benefits from the 
existing economy, the industry may 
be regarded as having topped out, 
with additional expenses likely to 
take all, most, or more than, the 
increase in business which may 
come from further defense spend- 
ing and growth of national income. 

Amusements showed rather an 
outstanding relative decline on the 
start of war, discounting worries 
over the foreign properties of the 
motion picture companies, as well as 
its general classification as a non- 
beneficiary (or comparatively small 
beneficiary) from armament spend- 
ing. The potential troubles of the 
industry, however, were drawn in 
the imaginations of stockholders on 
too exaggerated a scale, as revealed 
in the May, 1940, crash, during 
which the action of the group was 
relatively so much better than that 
of the composite that the relative 
(dotted) line actually showed an im- 
pressive advance. Even after partial 
writedowns of some foreign proper- 
ties, movie companies last year 
showed heavy increases in earnings 
over those of the preceding year, par- 


ticularly those (such as Para- 
mount) that have large theater 
chains, which benefitted from the 


substantial pickup in’ attendance. 
Since this industry is pretty much 
a cash trade, with cuts in consumer 
credit unlikely to affecet it, and na- 
tional public income will be excep 
lionally high this year, tt should 
enjoy another excellent year, par- 
ticularly in the theatre division. 
Performance this year, accordingly, 
may be appreciably better than the 
Additional de 


tails on the movie situation may be 


composite showing. 


obtaimed from the complete article 
on motion pictures inh another part 


of this issue, 
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nol to exceed $5,000 maturity value 


annually. These bonds are to be sold 


MAY 3, 1941 











- 
Know When to Buy 


for Next Important Advance! 


p> The market is in the buying area of its range over the 
past three years. Time and the averages are working in 
favor of the investor who knows when to buy while 
security prices are low. Through THE TREND LETTER, 
you will be advised as the next upturn develops. 
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at a discount from par, being priced 
when purchased at $75 and growing 
iu value by increasing amounts each 
year after the first year held. If 
held for the full 10 years to 
maturity the bonds will be re- 
deemed at $100, thereby affording 
a yield of 2.9%. This series may be 
redeemed at cost within six months 
of their purchase date. 

Series F and Series G Savings 
Bonds are alike in two respects in 
that they both have a 12-year ma- 
turity and may be purchased by 
i]! institutions and corporations as well 
as by individuals. In both of these 
series $50,000 cost price is the maxi- 
mum amount which may be pur- 
chased in any one series or combina- 
tion of the two annually. In the 
case of Series F Bonds, they are 
issued at 74% of par and if held the 
full 12 years to maturity the yield 
will equal 2.53%. As in the case 
f the Defense Savings Bonds no 
| interest will accrue for the first half 
year following purchase, with accru- 

als thereafter increasing in amounts 
as maturity is approached. The 
Series F and Series G Bonds are re- 
leemable upon 30 days notice after 
six months from the date of pur- 
The Series G Bonds are sold 
at par and holders will receive semi- 
annual interest payments by check 
at the rate of 244% annually. In 
der to discourage redemption of 
these bonds, however, they may be 
redeemed only at a discount prior to 
their maturity date. This discount 
s so arranged that in effect the yield 








j 
cnase. 


nereases as maturity is approached. 
Thus if a Series G bond is redeemed 
after having been held 4 years, the 

5.37, below cost, 
or $94.70 per $100 bond, with an 
overal] yield of 12%. By the end 
the redemption price be- 
a yield of 2.12%, 
and so on to the full 12 years when 


the bond is 


redemption price is 


oy $ . “ 
75 vears 


s $96.70 wit} 


again worth par and the 
enture 2449, may be realized for the 


period. 





Another Look At... 
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Gross earnings for the current fis 
cal year will be increased by the 
additiona! facilities for production 
uow available, although it is not 


likely that the same percentage of 


zains will carry over to net income 
available for the common shares. 
This is due in most part to higher 
material costs and the fact that the 
company’s fiscal year permitted them 
to escape the heavy increases in 


taxes of last year. With new high 
taxes expected to be exacted during 
the present year the company will 
again temporarily escape the highest 
impost, although it is now vulner- 
able to the 1940 rate. Accordingly, 
it is anticipated that earnings per 
share will not show any substantial 
advance and it is also likely that not 
more than a token dividend pay- 
ment—if any—will be forthcoming 
in 1941. 


Lambert Company 


As far as gross sales were con- 
cerned, Lambert Company’s 1940 
showing was the best since 1935. 
Last year’s gross sales totalled $10- 
797,636 about $300,000 higher than 
in 1939 and only about $20,000 short 
of the 1935 figures which were the 
first actual sales reported. But 
basing calculations upon former 
earnings reports, 1940 results were 
still far below those of even the bot- 
tom of the depression year 1932 and 
in nowise approached the peak earn- 
ings of the late 20’s. 

The moderately higher sales of last 
year were not, however, carried down 
to net income for despite the fact 
miscellaneous charges and foreign 
exchange losses were reduced more 
than $55,000 from 1939, Federal 
taxes and other items were approx- 
imately $150,000 higher than in the 
previous year and thus more than 
offset the gain in sales and increased 
economies elsewhere. As a result, 
net earnings available for the com- 
mon shares resumed their decline 
which was interrupted but briefly in 
1938. After all charges, including 
taxes, net income available for the 
common shareholders was %1,173,- 
063, or equal to $1.57 a share as com 
pared with $1.69 a share in 1939. 

The company’s financial position 
continues to be good. A current 
asset ratio of nearly 4 to | was satis 
factory and while working capital 
was very slightly less than in 1939, 
the $4,335,000 reported was ade 
quate for the business in its present 
condition. An approximate decline 
of $225,000 in cash items to bring 
the total cash figure down to $2,540,- 


000 was offset only moderately by a 
gain of about $30,000 in inventories 
which totalled $1,744,000 at the 
close of the year. The $1.50 a share 
dividend rate was continued and 
while the coverage in recent years 
has been thin, there are as yet no 
indications that any revision of the 
rate is in prospect. 


Lambert company was once a 
most prolific advertiser. It is not 
known whether or not declining 
sales brought about a decrease in 
publicity or smaller advertising out- 
lays have resulted in smaller sales. 
Intense competition has been ram- 
pant in the mouthwash and cosmetic 
fields and it may be that changing 
public tastes have been the most re- 
sponsible agent. At any event, ef- 
forts on the part of the company to 
diversify the product line have not 
met with any conspicuous success 
and there are now many consumers 
who have only a slight knowledge of 
the once household trade mark, 
“Listerine.” 





As I See It! 
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ineffectual people without courage 
and without ethics—proven unfit for 
the call to leadership in a new civil- 
ized world. Tiny Greece will tower 
over us, while British stamina under 
withering attack will be a reproach 
to us. 

To those who fear and hate the 
British Tories, who have even sac- 
rificed their country’s interests in 
order to protect their own far flung 
possessions, I want to say that the 
only way to defeat them is to sup- 
port the Churchill government. Only 
hy this course can we prevent disas- 
ter to the U.S. A. and the resultant 
decline of civilization to the depths, 
with slavery and degradation for all 
humanity except for the few Nazi 
overlords and their Quislings who 
will concentrate all wealth and 
power in their own hands. 


Our Danger 


Thus, it must be clear that if the 
British appeasers and fifth column 
ists again rise to power we can ex 
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ect Germany to negotiate for the 
British fleet and get it. Under these 
circumstances, the United States 
would be vulnerable in two oceans— 
and would have to fight it out alone. 

With the Britain of Churchill de- 
feated, the Nazis could isolate us 
fom South America. In the first 
place, they could legally take over 
the enormous British investments 
there, securing the tremendous eco- 
nomic advantages such control 
would give them according to the 
pattern they have followed every- 
where else. With the inevitable 
domination of Africa under such cir- 
cumstances, the Germans at Dakar, 
already connected by air with South 
America, could isolate us and be in 
a position to establish air supremacy 
and bases from which attacks could 
be launched against the United 
States, if we have not by that time 
succumbed to internal strife engi- 
neered by their agents, aided and 
abetted by our own fifth columnists. 
Therefore, it must be clear that our 
national safety makes it essential to 
treat the British Isles as our first 
line of defense, and that we must 
exert every ounce of energy to pre- 
vent Britain from falling to Hitler. 
We must keep the Churchill govern- 
ment in power if we are to have the 
time necessary to prepare for the 
defense of our shores. 

Unless we can secure ourselves in 
this way, a decisive victory by the 
Nazis in Africa would subject us to 
Nazi demands of a most costly and 
humiliating nature at a time when 
we were unprepared to defend our- 
selves adequately. I can already see 
Field Marshal Goering rubbing his 
hands in anticipation. 

The exponents of fear are under- 
mining us. Germany does not want 
to fight the United States—she 
wants to take us without a fight. 
She is unlikely to declare war against 
us even if we convoy our goods to 
Britain’s door because a declaration 
of war would force her to recall her 
diplomatic and subversive 
avents all over this country and 
would destroy the efforts of fifth col 
umnists and other Nazi affiliations 
in the United States. And the last 
thing she wants is a declaration of 
war by the United States which 
would have the same effect, so that, 
all in all, a bold and courageous ac 
tion alone will greatly strengthen 
our hand. 


corps 
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Only a firm stand can save us. 
If we are weak and indecisive, we 
will fall—and bring the rest of the 
civilized world down with us—and 
we will be responsible for ushering 
in the brutal and inhumane force of 
Nazism not only for our own people 
but for all peoples. 


The time calls for strong leader- 
ship from the President of the 
United States. Public sentiment will 
support him. There must be an end 
to strikes and Mr. John L. Lewis’ 
efforts to superimpose his personal 
war against the President on our 
war effort. The President must 
swing labor into line or play into the 
hands of those who claim that the 
Administration is showing signs of 
leaning away from democracy to- 
ward government by the proletariat. 
This suspicion is even affecting our 
relations in South America. There is 
already growing confusion and con- 
siderable delay to our defense pro- 





gram because of the Government’s 
weak labor policy—and this at a 
time when we must move Heaven 
and earth to raise the production of 
war materials, so that there will not 
only be enough to support Britain, 
but to defend the United States in 
every corner of the globe. 
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for machine guns, many months 
ahead of the scheduled time. The 
guns themselves are .30 calibre and 
.50 calibre, air-cooled Brownings and 
are licensed for manufacture by 
Colt’s Patent Fire Arms Company 
who owns the patents. Only two of 
General Motors plants are now in 
production on the guns but the 
Frigidaire and one other division will 
also soon be in production on this 
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FIVEFOLD AID TO BRITAIN 
FRITZ STERNBERG 
The John Day Company. 76 pp. $1.00 


Passage of the lease-lend bill and the $7 
billion appropriation for ‘‘all out’’ aid to 
Britain emphasizes the timeliness of this con- 
cise book by Dr. Fritz Sternberg, author of 
Germany and the Lightning War. The writer 
estimates what he believes to be the amount of 
aid ‘‘short of war’’ which the United States 
must send to England in planes, munitions, 
ships, steel, foodstuffs, etc. . . . To Save Her 
and Keep Us Out of War. He compares the 
output of the English Empire with that of 
Germany and the subjugated countries of con- 
tinental Europe. Graphically illustrated with 
charts and drawings. 


>>eKe 
BEHIND GOD'S BACK 
NEGLEY FARSON 
Harcourt, Brace & Company. 555 pp. $3.50 


As Africa is one of the scenes of present day 
conflict, this book is especially significant. Any- 
one who reads it will have a very much 
greater understanding of the war news as it 
appears day by day. Mr. Farson traveled in 
the less publicized parts of Africa. His ex- 
periences were many and varied, The author 
compares the different colonies and mandates 
as to their native population and the people 
who rule over the natives. He comes to the 
conclusion that despite many faults, the English 
give the natives by far the best rule. 


LATIN AMERICAN TRADE—HOW 
TO GET IT AND HOLD IT 
FRANK HENIUS 


Harper & Brothers. 143 pp. $2.00 


This book by a foreign trade consultant with 
extensive experience in Latin America proposes 
practical methods to stimulate trade with our 
neighbors to the south. To a great many Amer- 
icans developing Latin American trade connec- 
tions today, this book will bring a wealth of 
information, 


siness 


HE MIGHT HAVE SAVED FRANCE 
MARGUERITE JOSEPH-MAGINOT 
Doubleday, Doran & Company. 310 pp. $3.00 


This is the story of Andre Maginot, former 
French War Minister, and the inspirer of the 
famous Maginot Line. Whether or not these 
fortifications might have saved France is a 
question which no one is in a position to 
answer. However, this tribute by his sister 
is an interesting book and gives the reader a 
sidelight into the conditions in France before 
the war. 
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NO HOMEWARD COURSE 
WALTER HAVIGHURST 
Doubleday, Doran & Company. 295 pp. $2.00 


A story of a German raider operating in the 
Caribbean. Her supply ship has been captured 
and British cruisers are on her tail. Neverthe- 
less, she has a mission to perform. She is to 
destroy an enemy harbor before she goes down. 
The story of the ship and of the captives aboard 
her is treated in a very interesting manner 
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THE REDEMPTION OF 
DEMOCRACY 

HERMANN RAUSCHNING 

Alliance Book Corporation. 243 pp. $3.00 


Democracy can wipe out the Nasi plague, 
writes Hermann Rauschning, former leader of 
the Dansig Free State... but it will only come 
about through a forceful, revitalised democratic 
world movement led by America and Great 
Britain. The means... set forth by Rausch- 
ning . . . go beyond the present stage of 
warfare, and are based upou the elimination of 
dissension, belief in false doctrines and hatred, 
the threefold breeders of totalitariansm This 
book should be read, reread and studied for is 
offers a profound and constructive contribution 
to world democracy’s salvation. 


These books may be ordered from The Magazine of Wall Street book departmens. 
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vital defense weapon. Another im- 
portant defense product, the Allison 
airplane engine, is currently being 
produced for the United States and 
British Governments at the rate of 
350 units monthly and the output is 
expected to reach 1,000 units a 
month before the close of this year. 


Preferred Stock Opportunity 


Midland Steel Products 8 per cent 
first preferred shares during the past 
fortnight declined in price to levels 
around 108, which compare with 
1941 high of 125. The volume of 
sales on the decline was very small, 
the sharpness of the drop doubtless 
having been largely due to the 
rather thin market. Selling appears 
to have been influenced by the pros- 
pective cut of 20 per cent in pro- 
duction of automobiles later this 
year. Midland Steel Products is 
engaged principally in the manufac- 
ture of automobile frames and vari- 
ous other automotive parts, but in 
recent years the company has made 
encouraging progress in the develop- 
ment of non-automotive products. 
Last year earnings applicable to 
the 96,930 first preferred shares 
were sufficient to cover the $8 divi- 
dend nearly three times and prac- 
tically the same coverage was shown 
in 1939. Financial position at the 
year-end was excellent, with cash 
alone more than double current lia- 
bilities. Although the company has 
reported no defense business, its fa- 
cilities are such that they could be 
readily applied to armament work. 
Some decline in earnings may be ex- 
perienced this year but the margin 
of coverage for first preferred divi- 
dends should be sufficient to pre- 
clude any doubt as to their security. 
The shares are non-callable and 
among medium grade preferred is- 
sues invite favorable consideration 
for income. 


So They Say 


Unseasonally warm weather has 
been a boon for the oil industry. 
. Likelihood that further large 
purchases of Latin-American copper 
will be made has enhanced current 
prospects of Anaconda. . . Selling of 
American Telephone has been in- 
spired by threat of possible rate re- 
ductions. .. . Cut in automobile pro- 
duction will not be reflected in earn- 
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ings of installment finance compa- 
nies until sometime next year... . 
Plenty of new financing and further 
sales for British account are only 
waiting for a somewhat better mar- 
ket. . . . Food processors have been 
put on the defensive and face prose- 
cution for price-manipulation by the 
Department of Justice. . . . The pro- 
posed boost in the excise tax on 
whisky from $3 to $4 a gallon will 
be a bitter pill for distillers to swal- 
low. . . . Progress is reported in the 
recapitalization plan for Continental 
Baking. 


Is the Heyday of the Chain 
Store Over? 


Complete government figures on 
any industry are usually slow in 
coming to hand and the Department 
of Commerce’s report on the retail 
business of the nation is no excep- 
tion to the rule. The department’s 
Bureau of Census has just made 
public the statistics on retail trade 
for the year 1939 but even this com- 
paratively ancient history shows def- 
initely that the independent retailer 
is once again in the ascendency as 
the purveyor of general necessities to 
the public. It is true that the in- 
dependent retailer has been fighting 
an uphill battle to preserve his ex- 
istence but from the figures now 
available, it would seem as if he has 
not only stopped the incursions of 
the chain store into the retail field 
but he has also retrieved a mod- 
erate portion of previously lost 
ground. The entire retail industry 
—covering all manner of shops and 
stores—gave approximately 74.7 per 
cent of the year’s business to the in- 
dependent merchant during 1939 as 
compared with 73.3 per cent of the 
total in 1935. Conversely, the chain 
stores did only 21.7 per cent in the 
latest year as compared with 23.3 
per cent in the earlier period. 

Retail competition has _ been 
strongest in the food field where 
such great organizations as the A. & 
P., Kroger Grocery & Baking, First 
National Stores and others have 
operated. Despite the influx of 
chain store “super-markets” with 
their low prices and accessibility, 
the independents obtained 67 per 
cent of the total retail grocery trade 
in 1939 as compared with 61.3 per 
cent of the total in 1935. Combina- 
tion grocery and meat store inde- 
pendents improved their position in 


the industry through doing 61.3 per 
cent of the available business ag 
compared with 60.7 per cent in the 
period four years earlier. Indepen- 
dent gasoline stations, restaurants, 
cigar stores and others also made a 
better showing. 

However, in the variety store field, 
dominated by Woolworth, Kresge 
and the like, the chain store con- 
tinued supreme although even here 
the supremacy was challenged py 
the independent operator who se- 
cured 13.2 per cent of the business 
as compared with only 9.2 per cent 
of the trade in 1935. The depart- 
ment store field, however, shows a 
victory for the “chains” but they 
are still in the minority and ob- 
tained only 30 per cent of the de 
partment store business in 1939, 
Nevertheless, the 30 per cent com- 
pared very favorably with the 26.7 
per cent reported in 1935 but com- 
petition from the retail stores of the 
large mail order houses is biting into 
both the independent and chain 
store sales in the department store 
field. 
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as direct control. But plans for for- 
mal control of imports along same 
lines as present export license con- 
trol are being perfected to trot out 
when and as needed. 


Anti-trust enforcement wil] be in- 
tensified this summer, as Congress 
gives Thurman Arnold the green 
light and the wherewithal. He will 
concentrate on food prices, building 
materials, and other cases which af- 
fect consumer costs most directly. 
Probably will have to lay off labor 
racketeering, though he would like 
to get another test case to Supreme 
Court. He will also go after resale 
price maintenance, believing that 
many industries violate Federal laws 
by going far beyond letter and in- 
tent of state statutes which permit 
certain types of price maintenance 
contracts. The retail lobby . may 
keep Congress from repealing the 
Miller-Tydings price maintenance 
law, but Arnold hopes to make its 
use so limited that price mainten- 
ance contracts will be virtually 
abandoned. 
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